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WORLD NEWS 

Minister warns 
of slump as 
Japanese retail 
sales fall again 

Fresh signs of weakness in 
. Japanese consumer demand 
emer ged after department store 
sales fell in September for the 
sixt h successive month A gov- 
ernment minister argued that 
last week’s economic stimulus 
package would be Inadequate to 
prevent the economy falUng into 
a slump. Page 18 

Go-«head for Chad project 

An international consortium, has 
decided to go ahead with a con- 
troversial ofl development in 
Chad provided the World Bank 
agrees to play a direct role in the 
proposed jSbn project Page 4 

Yugoslavia debt talks 

The London Club of international 
banks indicated that the door 
was still open for debt talks with 
Yugosl avia despite the country’s 
deputy prime minister saying 
negotiations bad collapsed. 

Page 2 

Mexican banker escapes 

A senior Mexican banker who 
was under house arrest while 
authorities investigated the col- 
lapse of Banca Confia, Mexico's 
eighth largest hank , absconded 
from his home hoars before he 
was to be charged with fraud. 
Page 6 

EU oDva branch for Turkey 

The European Union is to seek to 
repair Hnks with Turkey amM 
fears that differences over 
Cyprus could destabilise EU 
ambitions to enlarge to the east 
Page 2 

Thai king socks early refor ms 

King Bhumibol AduJyadey urged 
Thailand's new cabinet to com- 
plete constitutional changes 
quickly, virtually ensuring that 
new elections wfll beheld early 
next year. Page 3 

Russian min i ster In Israel 

Russian foreign minister Yev- 
geny Primakov arrived in Israel 
in the hope of arranging a dia- 
logue between Israel and Iran, 
crucial for peace negotiations 
with Syria. Page 7 

Co mmon w eal th cltar tor 

The Commonwealth summit in 
Edinburgh, Scotland, endorsed 
its first economic charter com- 
mitting the 54-nation body to free 
market principles. Page 4 

Asia fund to bo sat up 

India and Pakistan are to became 
the biggest government donors to 
a new Commonwealth invest- 
ment fund for south Asia. Page 4 

Argentines go to polls 

Argentine voters went to the 
polls to elect half of the congres- 
sional lower house. Page 6 

Ontario teachers set to strike 

Ontario’s 126,000 teachers were 
expected to begin Em illegal strike 
today in a battle with the govern- 
ment to determine who will over- 
see reform of the province’s edu- 
cation system. Page 6 

Jaknalca pulls out of treaty 

Jamaica is pulling out of a 
United Nations human rights 
trea t y that allows prisoners on 
death row a final right of appeal 
to aUN committee. Page 3 

Panama drugs haul 

P anamanian police seized 13 
t onnes of mar i juan a hidden on a 
Norwegian-flagged container ship 
bound for Venezuela. 

AMs threat to Asia 

Asawfll overtake Africa in a few 
years as the region worst-hit by 
tire virus that causes Aids, the 
United Nations said. 

Spectacles restore tints 

Two Hungarian scientists spent 
13 years developing spectacles 
which they say will restore col- 
our vision to colour-blind people. 
Page 18 - ' 
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BUSINESS NEWS 


Vickers poised 
to seek buyer 
for Rolls-Royce 
Motor Cars 

Rolls-Royce Motor Cars is set to 
be put on the market soon by 
e n gine e ring group Vickers - and 
BMW could well lead contenders 
for the UK luxury carmaker. The 
German group already makes 
engines ter Rolls-Royce and Bent- 
ley cars and has said it would be 
interested in buying the company 
if it came up for sale. Page 19 

Deutsche Tenrdn BOrao, 

Germany’s leading derivatives 
exchange is to launch a futures 
contract based on the mortgage- 
bond market as part of its drive 
to win business from the domi- 
nant London International Finan- 
cial Futures and options 
Exchange. Page 19 

Honda Motor of Japan expects to 
build a third car range at its 
south west England plant rather 
than in continental Europe - 
though the move is not expected 
to be announced until the new 
year. Page 8 

Robert Ranting, LJK-based 
Investment bank, is negotiating 
ter a new City of London head- 
quarters site for which it will pay 
£50 a square foot, the highest 
rent set in the City since 1990. 

British A ir w a y s could face legal 
action by UK cut-price carrier 
EasyJet if it sets up a rival no- 
frills operation. EasyJet chief Ste- 
hos Hqji-Ioarmou believes such a 
move would be an abuse of BA's 
dominant market position. Page 
19 ; Lex, Page 18 

European Union onorgy 

ministers could today decide the 
future of the region's $100bn-a- 
year gas market when they try to 
agree on plans to break national 
monopolies and encourage com- 
petition. Page 2 

Smart, the !L5 metres long, joint 
venture two-seater car by Mer- 
cedes-Benz and Switzerland’s 
SMH watches group, goes into 
production officially today when 
the Micro Compact Car plant at 
Hambach, eastern France, is 
opened. Page 20 ; Swatch Watch 
King at the wheel. 

Page 10 

Irish tax row: Ireland Is at odds 
with the European Commission 
over Brussels’ attempts to inter- 
vene in setting national corpo- 
rate tax rates. Dublin fears being 
forced to raise its low tax rate in 
Une with other EU countries. 

Page 2 

Obrum of Poland has been 
invited by Britain's defence min- 
istry to tender for a contract 
which could lead to it making 
specialist tanks ter the army. 


Obrum is competing with Vickers 
and GKN Defence, which has 
teamed with MAK of Germany. 
Page 8 

Liberty: The Ste wart-Liberty 
fondly, founders of the Regent 
Street, London, store famed for 
Its fabrics, have joined Brian 
Myerson, once their fiercest 
critic, to try to depose Liberty's 
chairman. Page 28 

Gra n a da Group, UK leisure and 
media company, could decide to 
sell a minority stake in its Gran- 
ada Sky Broadcasting pay TV 
arm in an effort to improve inves- 
tors’ perception of the loss-mak- 
ing venture. Granada owns 60 per 
cent of GSkyB, with the rest held 
by satellite broadcaster British 
Sky Broadcasting. 

Page 20 

French working hours: France 

Trill not try to convince its Euro- 
pean partners to copy its 35-hour 
work week model at next 
month's jobs summit, European 
affairs minister Pierre Moscovici 
said on French radio. “Each 
country has its own way of doing 
things”, he said. 
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Pubtie riishes to buy stake in 
Telecom Italia privatisation 


By James BUtz in Rome 

The Italian government's 
privatisation programme 
received a significant boost at the 
weekend after it emerged that 
more than 2m people had applied 
to purchase shares in the public 
offer of Telecom Italia. 

At the end of the largest single 
privatisation ever carried out in 
Europe, the Treasury announced 
that the retail offer of its stake in 
Telecom Italia had been more 
than four times subscribed by 
Italian citizens. 

The strong response from retail 
Investors was not matched by 
Institutions, however. The Trea- 
sury said tbe institutional 
tranche of the offering bad been 
only 1.4 times subscribed, indicat- 
ing relatively subdued demand. 

The level of interest shown in 
the offer by members of tbe Ital- 
ian public immediately led the 


Treasury to more than double the 
number of shares that will be 
covered io the retail sale to 
i.45bn. 

The size of the institutional 
offer will be correspondingly 
reduced to a minimum of 55m 
shares, well below the 800m origi- 
nally requested by applicants. 

"Demand has far exceeded all 
our expectations,” said Mario 
Draghi, the director-general of 
the Italian Treasury, who has 
master-minded Lhe operation. 
"We are especially pleased with 
the applications from retail 
Investors." 

The completion or tbe sale of 
the Treasury's 44.7 per cent stake 
in Telecom Italia will have a con- 
siderable impact on the govern- 
ment's finan ces, yielding a total 
of L26,000bn (Sl4.9bn) from the 
offer to retail, institutional and 
strategic shareholders. 

The Treasury announced at the 


weekend that receipts would 
allow it to reduce the scope of 
bond issues in forthcoming 
months to meet the country's 
debt. 

Fewer auctions ter government 
bonds are expected. 

Officials connected with the 
privatisation stressed that retail 
interest in the sale augured well 
for future privatisations, despite 
opposition from the country's 
Communists. 

"You had 2.1m people applying 
for shares in Telecom Italia com- 
pared to 2.3m in the first British 
Telecommunications sell-off in 
1984,” said one official. 

"But each investor in Telecom 
Italia would have had to stump 
up a minimum of Lllm (£3,880) 
for their shares, compared to £300 
for BT ” 

Pierluigi Bersanj, one of the 
ministers closely involved in the 
privatisation, went on to suggest 


that the conclusion of the 
Telecom Italia operation meant 
that next year the government 
could "start plans to privatise 
Enel”, the state electricity 
conglomerate. 

However, tbe government is 
now turning to a far trickier list 
of state-owned institutions to sell 
off in the near future. Iri, the 
state bedding company, is today 
expected to confirm its plans to 
sell its minority stake in Banca 
di Roma, which Incurred a record 
L2794bn first-half loss earlier this 
year. 

Irl is also setting about a 
complex refinancing and re- 
structuring of Finemccanlca, the 
state-controlled industrial 
conglomerate, which reported 
first half losses of nearly 
L2.000bn for the first six months 
of this year. 


Finmeccanica plan, Page 22 



Canadian Jacques VUlenenve celebrates with Williams team pit crew 


after clinching the Formula One drivers’ world championship in 
Spain yesterday. Last year’s US IndyCar winner finished third in the 
European Grand Prix in Jerez, but that was enough to give him the 
title ahead of Michael Schumacher, who spun off the track 


Broker held after raid 
on Amsterdam bourse 


By Gordon Crumb 
In Amsterd a m 

A prominent Dutch stockbroker 
was being held for questioning 
last night in a case involving sus- 
pected insider trading, fraud and 
money-laundering, after an 
unprecedented raid by justice 
officials on the Amsterdam stock 
exchange. 


Han Vermeulen, former bead of 
Netherlands operations for the 
UK's James Capel and now a 
director of the Dutch broking 
firm Leemhuis & Van Loon, was 
arrested on Friday night. The 
move followed a six-month inves- 
tigation involving alleged mis- 
deeds dating back as far as 1985. 


inside 
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The Amsterdam offices of 
Capel. owned by Hongkong and 
Shanghai Banking Corporation, 
were among several locations 
searched by a team of 200. 
Authorities In the UK, Switzer- 
land and Curacao, a Dutch Carib- 
bean tax haven, were also 
involved. 

Inquiries are understood to 
centre on suspicions of "front- 
running” - where a broker buys 
or sells stock for another account 
before executing a big customer 
order which would be likely to 
move the market price of that 
company. 

Prosecutors said they were 
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Asian markets face 
week of turbulence 


By John Ridcfing in Hong Kong 
and Richard Waters in New York 

Asian financial markets are 
braced for a turbulent week as 
continued concerns over Hong 
Kong's currency, regional eco- 
nomic prospects and a sharp fall 
on Wall Street last Friday 
combine to undermine con- 
fidence. 

Despite a rebound in Hong 
Kong, where a plunging stock 
market last week triggered a 
wave of selling on international 
exchanges, investment analysts 
viewed the recovery as fragile. 
Many pointed to the possibility of 
further attacks against the Hong 
Kang dollar and a sustained rise 
in interest rates to defend tire 
currency, the last in the region to 
be pegged to the US dollar. 

"Friday was a lull in the fight- 
ing," said John Mulcahy, manag- 
ing director of indosuez W1 Carr. 
"I think it would be naive to 
assume it is all over." 

Pressures on the Hong Kong 
corporate sector resulting from 
the crisis were evident in yester- 
day's announcement by Great 
Eagle, the property developer to 
cancel a HKSl.OSbn (£140m) 
rights issue. However, the com- 
pany said it would proceed with a 


planned deal to acquire hotels in 
the US, raising HKSl.OSbn 
through a share placement 
Stock market conditions have 
also prompted two mainland 
companies to postpone Hang 
Kong flotations - China National 
Aviation Corporation cancelled a 
HK$l.lbn issue and Yanzhou 
Coal Mining said it would delay 
its planned listing. 

International markets, already 
clouded by doubts over a contin- 
ued bull run, are increasingly 
focused on Asia. Despite a 4 per 
cent foil in the Dow Jones Indus- 
trial Average late last week, most 
Wall Street analysts expect any 
further disruption to be limited! 

A series of financial crises in 
Asia has prompted a downturn in 
growth, threatening the earnings 
of multinational companies in 
the region, while devaluations 
have reduced prospects for 
exports to the south-east Aria. 

Attention Is expected to focus 
on^Hong Kong, which has seen 
Its Stock market foil by a third 
since its August peak and which 
last week fell by 18 per cent. 
"Selling pressure is expected to 
remain," said ING Barings. 

Global Investor, Page 24 
Markets, Page 25 
Bonds, Page 26 
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Brown to 
set out UK 
measures 
for Emu 

By Robert Poston and 
David Wighton in London 
and David Owen in Paris 

The British government will 
today outline measures to pre- 
pare sterling for membership of a 
European single currency after 
the next general election. 

In an eagerly-awaited state- 
ment to parliament. Gordon 
Brown, the chancellor of the 
exchequer, will make a commit- 
ment "in principle” that the UK 
wishes to participate in economic 
and monetary union. 

He will add. however, that the 
economic conditions must be 
right and that there is no possi- 
bility of the UK being ready to 
join Emu in the lifetime of the 
current parliament. 

In a separate move, a group of 
French business leaders will urge 
Europeans to make themselves 
ready for the single currency's 
introduction as soon as possible. 

In a self-styled "manifesto for 
the euro”, to be published in 
today’s Le Monde newspaper, 
more than 30 signatories, who 
include Jacques de Larosi&re, 
president of the European Bank 
for Reconstruction and Develop- 
ment, and Claude B£b€ar, chair- 
man of Axa UAP, the insurance 
group, will argue that time is of 
the essence. 

“Tbe sooner the te chnical prep- 
arations have been agreed upon 
and carried out, the greater tbe 
benefits will be. The sooner the 
barriers to euro conversion are 
removed, the sooner banks and 
businesses can seize tbe opportu- 
nities for increased growth,” the 
manifesto will say. 

In the UK, Mr Brown will 
attempt to return tbe govern- 
ment to an even keel after sev- 
eral weeks of buffeting by mar- 
kets and media over its handling 
of the Emu decision. 

He will attempt to reassure 
large companies that a decision 
to participate could be made 
shortly after the next election, 
which Is due by the middle of 
2002 at the latest 

Tony Blair, the prime minister, 
has acknowledged that the gov- 
ernment’s apparent changes of 
direction over Emu in the past 
month have been damaging. 

"The prime minister accepts 
the government has taken a 
knock." said his spokesman, but 
the government was now "faring 
up to tbe toughest choice of this 
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EU olive branch for Turkey amid Worries on Cyprus 


By Michael Smith in Luxembourg 

The European Union Is to launch 
a diplomatic effort to repair links 
with Turkey amid fears *ba+ dif- 
ferences over Cyprus could desta- 
bilise EU ambitions to enlarge to 
the east 

In the most positive signs yet 
of improving relations, Hans van 
den Broek, EU commissioner for 
foreign affairs, will start a bridge- 
building visit to Ankar a on 
Thursday, and Jean-Claude 
Juncker, prime rninigtw of Lux- 
embourg, holder of the EU presi- 
dency. will follow next month. 

They hope to persuade the 


Turks to help "create a more pos- 
itive climate” for talks aimed at 
resolving the 23-year Cyprus dis- 
pute. In exchange they will hold 
out the prospect of Turkish par- 
ticipation in a European confer- 
ence being set up next year for 
aspiring EU members. 

At a weekend conference of EU 
foreign ministers in Luxembourg, 
Greece expressed vehement oppo- 
sition to Turkey's participation. 
The Cheeks have threatened to 
block all enlargement into cen- 
tral and eastern Europe if Cyprus 
is denied me mbership. 

Military tensions began to rise 
between Greece and Turkey two 


weeks ago and culminated in a 
collision between a Greek and a 
Turkish warship in the Aegean 
sea last Thursday. 

While other EU states oppose 
Turkish membership of the EU - 
at least in the short term - they 
fear that excluding it from the 
European conference would risk 
radicalising Turkey as well as 
upsetting the EU’s plans to admit 
Cyprus. 

Although resolution of the 
Turkish Issue will be difficult, 
ministers made progress on how 
to proceed with other aspects of 
enlargement. Denmark, Spain 
a n d others appear to be softening 


their line that entry negotiations 
should begin simultaneously 
with all countries seeking to Join, 
other than Turkey and Slovakia, 
both of which are viewed as hav- 
ing flawed human rights records. 

The Commission is increas- 
ingly confident that a summit of 
EU leaders in seven weeks will 
back their proposal that acces- 
sion talks are limited to Cyprus, 
the Czech Republic, Estonia, 
Hungary, Po land and Slovenia. 

That win disappoint Bulgaria, 
Latvia, Lithuania an d Romania, 
which are also seeking member- 
ship. 'Hie EU aims to soften the 
blow by Inviting them to join the 


European Conference, a French 
Idea for an annual congress to 
which beads of states of all coun- 
tries seeking membership, includ- 
ing Turkey, would be invited 
along with their EU equivalents. 

Issues for discussion could 
include foreign affairs, the envi- 
ronment, crime and drugs traf- 
ficking. The first meeting is 
expected to be held In London in 
February, when the UK will hold 
the EU presidency. 

At the weekend meeting Ger- 
many expressed opposition to 
Turkish participation in the 
European conference. But it is 
expected to soften its resistance. 


A group of Europe** fodnstriaHste led byftrcy 
of the international engineering group ABB, has urged [fte European 
Commission to double the number of countries taking partnitne 
next phase of European Union enlargement, 'Hm Burt writes from 
Stockholm. 

Mr Barnevik said a delegation of business leaders met Jacques 
Santa-, Commission president, last week to express c oncer n at the 
iitnifpH scope of the enlargement proposals, and to delive r a 
five-point plan to enable more central and eastern Enropean 
countries to take part • . .. 

Be raid that failure to include countries such as Turkey m tne 
next wave of EU accession talks could damage investment plans ana 
industrial development in the region. 

The businessmen who met Mr Santa also ca lle d for jthe 
membe r shi p of international trade bodies such as the European Free 
Trade Associat ion to be extended to Russia, Ukraine and other 
fanner Soviet republics. 


Debt talks hope 
for Yugoslavia 


By Kevin Done, 

East Europe Correspondent 

The London Club of 
international banks indi- 
cated at the weekend that 
the door was still open for a 
resumption of debt talks 
with Yugoslavia despite a 
declaration from Banko 
Djunic, Yugoslav deputy 
prime minister, that negotia- 
tions had collapsed. 

The talks in New York 
were broken off late on 
Thursday after the Yugoslav 
delegation walked out, say- 
ing that it had been misled. 
“We were led to believe 
there would be a proposal, 
but no deal was struck.” said 
Mr Djunic. 

An early resumption 
appears unlikely after the 
acrimonious end to the lat- 
est round of negotiations 
over the restructuring of 
about $L939bn of Yugoslav- 
ia's debt (Including principal 
and interest) to the commer- 
cial hanks. 

The failure of the talks has 
left the country financiall y 
isolated and with little pros- 
pect in the near future of 
regaining the access to the 
international capital mar- 
kets needed to kick-start its 
beleaguered economy. 

As part of the outer wall of 
sanctions maintained after 
the Bosnian peace agree- 
ment of late 1995, Yugo- 
slavia. comprising Serbia 
and Montenegro, has been 
unable to rejoin key institu- 


tions including the Interna- 
tional Monetary Fund, the 
World Bank and the Euro- 
pean Bank for Reconstruc- 
tion and Development 

Commercial bank debt 
accounts for about 20 per 
cent of Yugoslavia’s esti- 
mated total external debt of 
more than SlObn. Most is 
owed to the Paris Club of 
sovereign lenders and to the 
World Bank. But Belgrade 
had made the London Club 
negotiations a priority, hop- 
ing they could pave the way 
to success on other fronts, 
especially with the IMF. 

The London Club has 
arranged deals in the pest 
two years with the four 
other former Yugoslav states 
- Bosnla-Hercegovina. Croa- 
tia. Macedonia and Slovenia. 
Each has accepted portions 
of the $4.4bn principal of 
commercial bank debt left by 
the disintegration of former 
Yugoslavia. 

It is understood that the 
latest talks foundered on 
Yugoslavia's continuing 
insistence that up to SO per 
cent of the debt should be 
written off. 

The international co-ordin- 
ating committee of the Lon- 
don Club, led by Chase Man- 
hattan of the US, is insisting 
that Belgrade, like the other 
states, should accept its part 
of the former Yugoslav debt 

But it has made dear that 
it is willing to make substan- 
tial concessions over all 
other terms and conditions. 


EU to discuss 
gas monopolies 


By Neil Buddey in Brussels 

The future shape of the 
European Union’s SlOObn-a- 
year gas market could be 
decided today when energy 
ministers try to agree on 
long-stalled plans to break 
down the power of national 
monopolies and open the 
market to competition. 

Gas remains a glaring gap 
in the EU*s single market, 
although liberalisation 
plans were first proposed in 
the late 1980s. France and 
southern states have battled 
to preserve monopolies, 
arguing that gas is a strate- 
gic resource. 

Bot officials have held 
intense negotiations an gas 
since ministers agreed on 
partial liberalisation of the 
ED’S electricity market in 
June 1996. Luxembourg, 
holder of the EU presidency, 
has called today’s meeting 
in the hope of a break- 
through on the main points. 

Some officials are cau- 
tions about the chance of 
agreement, noting that 
France's new Socialist-led 
government has not yet dis- 
cussed tiie issue at EU min- 
isterial level. 

The biggest questions are 
the extent to which the mar- 
ket would be opened to com- 
petition. and which custom- 
ers would be eligible to shop 
around for gas. Luxem- 
bourg’s compromise pro- 
posal suggests all gas-fired 
electricity generators, plus 


large industrial users con- 
suming more than 25m 
cubic metres a year, would 
automatically be eligible 
across the entire EU. 

Individual states would 
have to broaden the defini- 
tion of eligible customers, if 
adopting these minimum 
criteria did not result In at 
least 28 per cent of their 
total gas market being open 
to competition. 

The EU-Wide minimum 
consumption threshold 
would fall to 15m cum after 
five years, and 5m after 10 
years, with the minimum 
percentage of market open- 
ing for each state rising to 
40 and then 45 p er cart 

That would fall behind 
reality in some states, such 
as the UK. where the gas 
market will be 100 per cent 
competitive from next year, 
with household customers 
able to choose suppliers. 

But the plan Is mire ambi- 
tions than last year’s elec- 
tricity directive, which lib- 
eralised 23 per cent of the 
power market, rising to 28 
per cent after three years, 
and 33 per cent after six 
years. 

It could face stiff opposi- 
tion from Fiance, however. 
Unlike most EU states, 
France has no gas-fired 
power generators and would 
have to allow many more 
industrial users to choose 
their gas suppliers in order 
to meet the minimu m per- 
centage of liberalisation. 
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Two thousand merino sheep flock in front of the Alcala gate in central Madrid -= part of a campaign to revive the annual 
migration of livestock along Spain’s ancient cattle paths, some of which go through the heart of the capital 


Brussels irks Irish over tax 


By John Murray Brawn 
hr Dubfin 

Differences have emerged 
between the Irish Republic 
and the European Commis- 
sion over attempts by Brus- 
sels to intervene in setting 
national corporate tax rates. . 

At a meeting of European 
Union finance ministers on 
November 5. Charlie 
McCreevy, the Irish finance 
minister, is set to oppose any 
moves by the Commission to 
win powers to harmonise 
taxation. 

The dispute has arisen 
during negotiations on a vol- 
untary code of conduct to 
prevent “unfair" tax compe- 
tition from disrupting the 
BITS single market. The 
issue falls within the sphere 
of responsibility of Mario 
Monti, the EU commissi oner 
for the single market 

Dublin has no problem 
with moves to curb the use 
of special tax deals aimed at 
luring investment and 
siphoning off government 
revenues from one member- 


state to another. Bat t£ is 
concerned that the Commis- 
sion will seek to use the 
issue to force Ireland to raise 
its low rate of tax in line 
with other EU countries. 

The Commission says that 
it intends to review the code 
in two years' time against 
“the background of general 

Dublin upset at 
Commission .. 
‘interference’ in . 
setting national 
corporate rates 

taxation levels in the Com- 
munity". Mr McCreevy is 
understood to have 
expressed “alarm” when that 
phrase appeared in the latest 
draft of the code two weeks 
ago. 

“Interfering in the setting 
of national rates is beyond 
the remit of the Commis- 
sion," said a sgnfor Irish offi- 
ciaL 


Luxembourg, which holds 
the EU presidency, is anx- 
ious to see agreement on the 
code before its t erm ends in 
December. 

However; Ireland believes 
that it has considerable sup- 
port among other member- 
states, including France and 
the UK. • 

Ireland’s 10 per cent corpo- 
rate tax rate runs until 2010 
for manufacturing and 
traded services and 2005 for 
financial services. It has 
:been i vital in attracting for- 
eign investment, which 
accounts for half of all man- 
ufacturing employment. 60 
per cent of output and 70 per 
cent of . - manufactured 
exports. • - 

Ireland’s defence-is that 80. 
per cent pf.its foreign invest- 
ment is. from tiie UE and is 
therefore not displacing jobs 
within the European Union. 

In an effort to provide 
extra certainty for foreign- 
investors, Dublin has said it 
Will introduce a nrrlftir rn tax 
rate of ;X2.5 -per cent after 
2010 . 


However, the area of finan- 
cial services Is more conten- 
tious. 

When the Dublin dock- 
lands centre was opened in 
1986, a number of German 
banks set up tax arbitrage 
operations - using double 
taxation agreements to avoid 
paying German tax. 

In 1991, Ireland was the 
largest target for German 
capital flight A number of 
court cases between Goman 
banks and the Goman fed- 
eral authorities are still 
pending. - - 

Beecause the tax regime 
falls within the category of 
state aid, Ireland will have 
to obtain specific approval 
from KarS Van Mot the 
EU commissioner in charge 
of competition issues, to 
extend it 

-Mr McCreevy has invited 
Mr Van Miert, a Belgian, to 
Dublin for next .Wednesday’s 
Ireland -Belgium World Cup 
football qualifying game, 
when the two will have 
another chance 1 to discuss 
tiie issue. 


French economy reviving 

The government is no longer as gloomy as when it took office, 
reports Robert Graham, but there are a few alarm bells ringing 


T he feel-good factor has 
yet to permeate 
France, but the econ- 
omy shows every sign of 
being on an upswing. 

If present trends continue 
during the final quarter, flip 
economy will achieve 
growth of Z3 per cent this 
year. The government of Lio- 
nel Jospin, the prime minis- 
ter, is already saying its 3 
per cent growth projection 
for 1998 looks conservative. 

The government's opti- 
mism about growth and 
about the public accounts 
contrasts sharply with its 
gloomy forecasts on taking 
office after its surprise elec- 
tion victory in June. 

It is now evident the Jos- 
pin administration under- 
stated the pick-up in growth 
which had begun in the first 
quarter under the previous 
centre-right government. 
The special July audit 
ordered by Mr Jospin was 
overly pessimistic. 

Whether this was acciden- 
tal or deliberate, as sus- 
pected by the opposition, the 
economic team under Domi- 
nique Strauss-Kahn acquired 
a wider margin of manoeu- 
vre when presenting the 1998 
budget. Higher growth has 
also boosted treasury 
receipts: net receipts to 
August were 3 per cent 
higher than in the same 
period last year. 

As a result, the general 
government deficit in 1997 
(including the one-off pay- 
ment from France Telecom 
in return for the transfer of 
its pension liabilities) could 
hit the target designated as 
one of the conditions for 
joining European monetary 
union - the equivalent of 3 


per cent of gross domestic 
product 

Goldman Sachs, the US 
investment bank. In its lat- 
est bulletin has reduced Its 
1997 deficit forecast for 
France from 3J! per cent to 3 
per cent 

In the most recent survey 
of business opinion, the 
Bank of France, the central 
bank, found, industrial activ- 
ity had increased across the 
board in September. Food- 
processing, capital goods and 
intermediate goods were 
especially strong. 

The one exception was the 
automotive rector, which is 
still adjusting to the nega- 
tive effects caused by the 
end 12 months ago of the car 
purchase incentive scheme 
that force-fed demand. 

This positive sentiment 
was reflected in the season- 
ally adjusted figures for 
summer industrial produc- 
tion released last week. Dur- 
ing the combined months of 
July-August industrial pro- 
duction rebounded, jumping 
3.8 per cent from June. 

T he main reason for 
the recovery still lies 
in an exceptionally 
strong export performance 
on the back of. a weaker 
franc, especially against the 
US dollar. 

During the first seven 
months of the year exports 
rose 15 per cent in value, 
providing a huge trade sur- 
plus of FFrtflBtm ($17.2br0 - 
more than dnnhi*» that at the 
same time in 1996. 

Latterly some evidence 
has emerged of improved 
domestic demand and 
small rise, in consumer 
spending.. However, It has 


taken time for Consumers to 
realise their increased spend- 
ing power, thanks to low 
inflation — which, at an ann- 
ualised L3 per cent, is touch- 
ing a low not seen for three 
decades. But. this may be 
about to change. 

Although the Bank of 
France raised its interven- 
tion rate' 30 basis paints ad 
October .9, : largely in 
response i; to the German 
Bundesbank's interest rate 
move, the bank nevertheless 
says its action was pre-emp- 
tive against inflationary ten- 
dencies 18 months to two 
years down the line. - 

There are several wage 
dwirmi in the pipeline, and 
the official L4 per neat infla- 
tion target for 1998 may have 
to be adjusted slightly 

upwards. 

The main imponderables 
centre on business Invest- 
ment plans arid the extent of 
the return of consumer con- 
fidence. Although corporate 
profits promise to be strong 
■this year,- the business conn 
munity remains wary of the 
leftist government. ' 

Plans to introduce by law 
a 35-hour working weak - no 
matter how vague and dis- 
tant - have rung alarm bells, 
in company headquarters. ; . 

The resignation of jean 
Gandais ' as head of the- 
French employers’ organisa- 
tion, the Patronat, mayhave 
been an over-reaction to pro- 
test -against the. govern- 
ment’s handbag , of the 35- 
hour we6k Issue. I.r . - • 

But the government must 
now accept the ;. conse- 
quences of having 1 created a 
confrontational atmosphere, 
just when it bad hoped , for 
a form of social contract 


to stimulate job creation. 

Unemployment obstinately 
hangs around 12.5 per cent, 
.and- few believe the govern- 
ment has any panaceas on 
this front. 

Jobs are being created in 
the service sector, and 
parttime work is rising, hut 
this is balanced by a cau- 
tious employment policy in 
industry and lhe threat of 
joblesses in state businesses 
and -the civil service. 

A recent leaked report 
drawn up. by the finance 
ministry estimated 10 per 
cent of those on the public 
payroll were surplus. 
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1 nai King urges 
speedy reforms 

Thailand* revered King Bhumibol Adolyadej has urged 
the country's new cabinet to complete constitutional 
changes quickly, virtually ensuring that new elections 
wffl beheld in the first quarter of next year. 

Swearing in the cabinet, announced by the prime nnnis- 

ter, Chavalit Yonghchaiyudh, on Friday, the king said: T 
hope the new constitution process will be speeded up to 
enable ft to be implemented sooner than the time frame 
that has been set." 

. . The Thai government has seven months to pass new 
• electoral laws in conformity with a new constitution 
e n acted earlier this month. 

But public pressure has been building on the belea- 
guered Chavalit government to pass the laws quickly and 
call elections as soon as possible. 

When announcing the new cabinet, government offi- 
cials said they would be ready by the end of the year to 
set a date for new elections but there had been same scep- 
ticism as to whether the government would follow 
through on the promise. The king's words w»*i*p that 
promise bard to break. Ted Bardncke. Bangkok 

■ GOLD SALES 

Swiss reassure markets 

Caspar Villiger, Switzerland's finanre minister, yesterday 
tried to reassure nervous gold markets by stressing that 
be did not agree with a proposal of a Swiss expert group 
to sell just over half of the country's gold reserves, cur- 
rently worth SFr2lbn (H4.3bn). 

Mr Villiger told SonntagsZeitung, a leading Swiss Sun- 
day newspaper, that the Swiss government wanted to 
stick to its already announced plan to dispose of up to 
SFr7bn of gold to finance the establishment of a humani- 
tarian fund. •’ 

■ He also indicated that another SFr7bn would be sold, 
with a third of the proceeds going to the central govern- 
ment and two-thirds to the cantons. 

This. is in line with rm mriTnpniiarinrK announced earlier | 
this year on the use of SFri4bn of gold which would be 
released by the partial revaluation of Switzerland’s 2,590 
tonnes of gold, the third-biggest government gold reserves 
In the world. Switzerland's reserves are currently valued 
at around $90 an ounce, or less than a third of current 
prices. 

On Friday an expert group including officials from the 
Swiss National Bank (SNB) and Mr VTUiger’s finanre min- 
istry, recommended the sale of 1.400 tonnes of surplus 
gold. However, Mr Villiger rejected these proposals and 
stressed that the bank would retain control of any surplus 
gold and manage it according to prescribed guidelines. 

The SNB is known to be concerned that any gold sales 
must be conducted over a long time-frame if it wants to 
avoid a collapse in the price of its most important 
asset. William Hall, Zurich 

B CUBAN SUGAR 

Army chief takes charge 

Cuba's co mmunis t leadership has put the country's high- 
est-ranking career soldier in charge of shaking up the 
island's strategic sugar sector In response to a disappoint- 
ing 1996-97 sugar harvest 

Division General Ulises Rosales del Toro, the armed 
forces chief of general staff and Immediate deputy of 
Cuba's defence minister, Raiil Castro, was named sugar 
minister at the weekend. ' 

His appointment further extended the influence of 
Cuba’s armed forces over key sectors of the economy, 
where military Tnanagempii t has been increasingly 
brought in to improve efficiency and stave off corruption. 

Gen Rosales del TOro replaced Nelson Torres, a civil 
engineer who had been sugar minister since 1993. Mr 
Torres was sacked after a lower -than-expected sugar har- 
vest this year that fell short of last season’s total of 4.45m 
tonnes, despite an estimated $30Gm of foreign financing. 
Sugar still accounts for more than half of Cuba’s export 
earnings. 

The sugar shortfall this year was a blow to the govern- 
ment's hopes Of boosting economic recovery. Cuban lead- 
ers blamed it on hurricane damage and disruptions to for- 
eign credit flows caused by the US Hehns-Burton law. But 
foreign businessmen and analysts also cited inefficiency, 
entrenched bureaucracy and misuse of resources. 

Geu Rosales del Toro's appointment may also be 
intended to restore foreign confidence in the sector. Over 
the last two years, leading European trade houses such as 
VitoL Pa col. Sucden, and Gill and Duffus have been help- 
ing to finance Cuban sugar production, which has fallen 
by about half since the collapse of the former Soviet 
Union. Pascal Fletcher, Havana 

M DEATH PENALTY 

Jamaica quits UN accord 

Jamaica is pulling out of a United Nations human rights 
treaty that allows prisoners on death row a final right of 
appeal to a UN committee, in a move expressly Intended 
to speed hangings of convicted murderers. 

The Jamaican government wishes to cut short the 
appeals process to comply with a 1993 ruling by the UK 
Privy Council, the highest appeal court for the former 
British colony, that death sentences must be carried out 
within five years. 

The withdrawal removes a judicial layer that has added 
up to two years to lengthy domestic procedures and has 
thus entailed a de facto abolition of the death penalty. No 
one has been hanged since 1988. and 272 death row prison- 
ers have bad their sentences commuted. 

All 47 prisoners now awaiting execution have appealed 
to the UN human rights committee, the body that moni- 
tors the International Covenant on CivH and Political 
Rights, under an optional protocol entitling individuals to 
appeal to the committee after exhausting their rights 
under national law. . 

The commi ttee, comprising 18 national human rights 
experts, currently has 47 cases pending and has received 
another 25 complaints from Jamaicans who argue that 
their rights under the covenant have been violated. These 
cases wffl not be affected by Jamaica’s decision, which 
takes effect from January 23. ^ 

This is the first time any country has withdrawn from 
the optional protocol, which has 92 members. 

Frances WtSkims, Geneva 

■ CZECH POLfTTCS 

Warning to Prague coalition 

The Czech deputy, prime minister. Josef Lux, warned yes- 
terday that people were losing feith in the coalition gov- 
ernment and reiterated his call fora new programme to 
be adopted early next year. . 

“The government’s capacity for action is gomg down 
and its capacity to work as a team is lew/* sariM* {£*■ 
whose centrist Christian Democrat party has often been 
at odds with its two rightwing coalition parto^s- 
Mr Lux’s party has hinted that * to 

forming a government with the mam opposition Social 

D ^S^HawLthe president who not affiliated with 
any political party, said he did not flunk a new 
gramme would be a panacea for the government s prob- 

16 The coalition, which, has governed since 1992 -^ J 80 
sh^ signs of strain after failing tow* by 

seats to parliament in 
a currency crisis six months 

[ Zieleniec resigned as foreign minister. Reuters, rraguc 
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Arrested Mexican banker gets away 

Ex-Confia chief s escape, hours before fraud charges were to be laid, is blow to justice system 


By Leslie Crawford in Mexico City 

A top Mexican banker who was 
under house arrest while authori- 
ties investigated the . collapse of 
Banca Confta. Mexico’s eighth 
largest bank, absconded from his 
home at the weekend only hours 
before be was to be formally 
charged with fraud. 

Jorge Lankenan, former chair- 
man and chief executive of Banco. 
Confia and a leading business fig- 
ure in the industrial state of 
Nuevo LeOn, is the third banker to 
escape arrest since Mexico’s finan- 
cial crisis began in 1994. 

Mr Lankenan had been confined 


to his $20m home in Monterrey 
since late August, when Banca 
Confia (confia means “trust” in 
Spanish) was placed under central 
bank intervention and banking 
authorities announced that more 
than $ibn of government foods 
would have to be injected into the 
bank to keep it afloat 

His escape, past a security cor- 
don of 24 police officers, raised 
suspicions that he had been fore- 
warned of his impending arrest, 
dealing a further blow to Mexico's 
discredited judicial system. 

The banker's flight has also 
embarrassed the new governor of 

Nuevo Ledn, Fernando Canales, 


who was a former director on the 
board of Banca Confia. 

“We accept responsibility for 
this problem,” Mr Canales told a 
news conference in Monterrey. 
“We do not have proof that there 
was any corruption, but we cannot 
discard the possibility." 

The collapse of Abaco Financial 
Group and its wholly-owned bank, 
Confia, marked the 12th govern- 
ment intervention in a distressed 
financial institution since Mexico's 
economic crisis in December 1994. 

At the time of Confia’s interven- 
tion, Eduardo Fernandez. Mexico’s 
chief bank regulator, said authori- 
ties were investigating Mr Lanken- 


au’s irregular banking practices, 
including suspicions fund trans- 
fers between the bank, its broker- 
age house and off-shore compa- 
nies; Confla's aggressive strategy 
to gain market share; and some 
real estate investments. 

Mr Fernindez also alleged Mr 
Lankenan had used a real estate 
company. ABA Inmuebles, to build 
his shareholding at Abaco by pur- 
chasing equity stakes of other 
shareholders at above market 
prices. The transactions were 
backed by Confia loans, he said. 

Mr Fernandez ordered Confia’s 
intervention after losses exceed 
the bank's capital and reserves, in 


September, Confia was sold to Citi- 
bank after the government agreed 
to underwrite estimated losses at 
the bank of more than Slbn. 

In addition, Mr Lankenau faces 
scores of private lawsuits brought 
by angry investors who allege they 
were defrauded of more tban 
5170m placed in off-shore trusts 
managed by Mr I lankenan. 

The investors include some of 
the wealthiest individuals in Mon- 
terrey's tightly knit business com- 
munity. In the lawsuits, investors 
allege Mr Lankenau raided the off- 
shore trusts to inject fresh capital 
into his bank in a desperate 
attempt to plug losses at Confia. 


Close contest in Argentina’s elections 






l | 

Menem: faces united front 


By Andrea Campbell 
in Buenos Aires 

An estimated 22m Argentine 
voters went to the polls yes- 
terday to elect half of the 
country’s congressional 
lower house, in what observ- 
ers say is the most hotly 
contested election in recent 
memory. 

The ruling Partido Justici- 
alista. known as the Peron- 
ists. is pitted against the 
newly formed opposition 
front, the Alliance, for 127 of 


the 257 lower house seats. 

Voters were also electing 
provincial legislative repre- 
sentatives and 60 legislators 
for the newly created 
“autonomous city” of Bue- 
nos Aires - the national cap- 
ital. 

The Peronists are expected 
to lose their absolute major- 
ity in the lower house. It 
would be their first electoral 
defeat in a decade, though 
they are expected to retain 
the largest single block of 
seats. 


The likely electoral set- 
back is attributed-to the sur- 
prise merger of the two lead- 
ing opposition parties, the 
Union Civica Radical (UCR) 
and Frepaso. 

They joined forces in 14 of 
the country’s 23 provinces in 
August as well as in Buenos 
Aires, forming a united front 
against President Carlos 
Menom's Peronist party. 

Buenos Aires. Argentina's 
largest province represent- 
ing one-third of the national 
vote, has been the focus of 


the election, with the Alli- 
ance and Peronists candi- 
dates closely tied, each with 
approximately 40 per cent of 
the vote. 

However, in the important 
constituency of Buenos 
Aires city, the Alliance can- 
didate. Carlos Alvarez, was 
leading his Peronist rival by 
40 points. An Alvarez victory 
would give the Alliance 
grouping the greatest haul of 
seats in the election, though 
it would not secure a major- 
ity in the lower house. 


The Alliance has accused 
the Peronists. and particu- 
larly Mr Menem, of corrup- 
tion and “savage capital- 
ism”. 

Mr Menem, who has 
played a leading role in the 
national campaign, has 
reminded voters of Argen- 
tina's economic instability 
under opposition leadership 
during the 1980s. The UCR 
President Raiil Aliens in was 
forced to step down in 1989 
after annual inflation 
reached 5,000 per cent. 
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New Commonwealth charter 
commits it to free market 


WS: inte rnational 
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By David Buchan and 
Mohad Holman 
hi Etinburgh 


The Commonwealth has 
endorsed its first econ omic 
charter committing the 54- 
nation body to free market 
principles, though its poorer 
members thwarted a call by 
richer countries for a new 
fall round of world trade 
negotiations. 

At the weekend summit in 
Edinburgh, India led opposi- 
tion to a move by Britain, 
Australia, New Zealand and 
Singapore to get the Com- 
monwealth to support the 
idea of a new across-the- 
board trade liberalisation. 

I.K. Gujral. India’s prime 
minister, said fajg country 
still had “mdigesticnr from 
the 1993 Uruguay Round 
trade deal and did not want 
to liberalise further now. 


As a result, the Comnum- 
weaith’s “economic declara- 
tion" calls for “maintaining 
the momentum towards 
freer trade thro ug h multilat- 
eral negotiations as outlined 
in the built-in agenda” of the 
World Trade Organisation. 

This refers to negotiations 
on agriculture and financial 
services which the WTO is 
already committed to 
starting in 1999. 

More generally, file Edin- 
burgh declaration is 
designed to give the Com- 
monwealth - which, like the 
UK, has no written constitu- 
tion - a set of economic 
principles similar to the 
political principles contained 
in the 1991 Harare declara- 
tion on democracy and 
human rights. But there 
seems little likelihood of 
Commonwealth members 
being pursued for breaching 


the Edinburgh economic dec- 
laration in the way that the 
Nigerian military regime is 
being threatened with sanc- 
tions for violating the 
Harare declaration. 

Of lasting significance 
may be the Edinburgh decla- 
ration’s agreement to 
“enhance the Common- 
wealth’s role in building con- 
sensus on global economic 
issues”. This suggests that 
Edinburgh, the first Com- 
monwealth summit to have 
an economic theme, will not 
be the last 

Representing a compro- 
mise between richer and 
poorer states, the Edinburgh 
declaration acknowledges: 
“Expanding trade and 
investment flows, driven by 
new technologies and the 
spread of market forces, 
have emerged as engines of 
growth.” But it warns that 


STATE OF MATO GROSSO DO SUL GOVERNMENT 

ENERSUL 

EMPRESA ENERGETICA DE MATO GROSSO DO SUL 

PRIVATIZATION 

“EDITAL” PUBLICATION NOTICE 


COMMON AND PREFERRED SHARES OF ENERSUL 

CAPITAL STOCK SALE 


The state of Mato Grosso do Sul. through the STATE PRIVATIZATION PROGRAM DIRECTOR 
COUNCIL instituted by State Law n 1.666 of May 23rd. 1996, regulated by Decree el 8 601 of June 16th, 
1 996 makes public the conditions for ENERSUL - Empress Energetica de Mato Grosso do Sul SA. 
privatization, through file sale of 32,605,941,400 (thirty-two billion, six hundred and five milli on, nine 
hundred and forty one thousandjour hundred) shares, of which 17,477,017,928 (seventeen billion, four 
hundred and seventy-seven million, seventeen thousand, nine hundred and twenty-eight) are common 
shares. 261354,375 (two hundred and sixty-one million, three hundred and fifty-four thousand, three 
hundred and seventy-five) are class A preferred shares and 14,867369.097 (fourteen billion, eight hundred 
and sixty-seven million, five hundred and sixty-nine thousand, ninety -seven) are class B preferred shares, 
issued by ENERSUL and corresponding, on October 14th, 1997, to 61.36% of its CAPITAL STOCK and 
84.21% of its VOTING CAPITAL, property of the State of Mato Grosso do Sul and Centrals Eletrioas 
Brasileiras S A - ELECTROBRAS (“SELLING PARTIES”), in two distinct phases: 

Special public auction for shares sale, in a unique and indivisible lot of shares issued by ENERSUL, for the 
MINIMUM PRICE of RS 340346,108.21 (three hundred and forty million, three hundred and forty-six 
thousand, one hundred and eight “reais" and twenty-one “centavos”), on a highest bid and closed envelope 
basis, with the possibility of a Ioud-bids stage, to be held on November 19th, 1997, in Bolsa de Valores do 
Rio De Janeiro (Rio de Janeiro Stock Exchange), beginning at 10.00 am. where the SELLING PARTIES 
will offer 29,417,720.660 (twenty-nine billion, four hundred and seventeen million, seven hundred and 
twenty thousand, six hundred and sixty) shares, corresponding, on October 14th, 1997 to 5536% of 
ENERSUL CAPITAL STOCK, of which 15,882,907358 (fifteen bullion; eight hundred and eighty-two 
million, nine hundred and seven thousand, five hundred and fifty-eight) are common shares corresponding, 
on October 14th, 1997, to 7633% of ENERSUL VOTING CAPITAL. 261354375 (two hundred and sixty- 
one million, three hundred and fifty-four thousand, three hundred and seventy-five) are class A preferred 
shares and 13,273,458,727 (thirteen billion, two hundred and seventy -three million, four hundred and fifty- 
eight thousand, seven hundred twenty-seven) are class B pr efe r red shares. 


In case, up to the AUCTION date, all the circulating Debentures issued by ENERSUL are converted, the 
offered shares will correspond, on the AUCTION date, to 48.67% of the Company CAPITAL STOCK and 
70.14% of the VOTING CAPITAL. 


OFFER TO THE EMPLOYEES, where 3,188320,740 (three billion, one hundred and eight-eight million, 
two hundred and twenty thousand, seven hundred and forty) shares issued by ENERSUL will be offered to 
the qualified employees, according to the “Edital”. of which 1394,110370 (one billion, five hundred and 
ninety-four million, one hundred and ten thousand, three hundred and seventy) are co mm on shares and 
1,594.110,370 (one billion, five hundred and ninety-four million, one hundred and ten thousand, three 
hundred and seventy) are class B preferred shares, corresponding, on October 1 4th, 1997, to 6.00 % of 
ENERSUL CAPITAL STOCK and 7.68% of its VOTING CAPITAL. 


In case all the circulating Debentures issued by ENERSUL are converted up to the AUCTION date, the 
shares which are object of the OFFER TO THE EMPLOYEES will correspond, on the AUCTION date, to 
5.27% of the Company CAPITAL STOCK and 7.04% of its VOTING CAPITAL. 


The total price of the shares included in the OFFER TO THE EMPLOYERS is R$ 10385,46439 (ten 
million, two hundred and eighty-five thousand, four hundred and sixty-four u rears" and fifty-nine 
“centavos”), resulting from a 70% (seventy per cent) discount on die minimum economic value per share. 


ENERSUL MINIMUM ECONOMIC VALUE was established in RS 650.000,000.00 (six hundred million 
“reais") for 100% (one hundred per cent) of the shares which represent the Company CAPITAL STOCK, 
being considered, in this value, thee conversion of all the Debentures. 

The values above were approved by the Governor of the State of Mato Grosso do Sul, through Decree n. 
8335 of October 20th, 1997, published in “Diario Oficial do Estado” on October 21st, 1997. 


The “EDITAL”, wholly published in “Diario Oficial do Estado de Mato Grosso do Sul”, along with the 
Concession Contracts and Purchase and Sale of Shares Contract First Drafts, will be available from 
October 24th onwards, in the below mentioned places, once the RS 1,000,00 (one thousand “reais”) deposit 
in Banco do Brasil, agency 048, current account n.88442-1 - reference to Data Room ENERSUL is 
received. 


ENERSUL S/A 

Parque dos Poderes 

Campo Grande - MS CEP 79031-902 

Sala da Comissao Tecnica 

e-mail: vp@enersul.com.br 

Tel: 55(067) 789-4902 

Fax: 55(067)7894455 

At Andrea Assis Franca 

BANCO FATOR SA. 

Av. Paulista, 1728 

6® andar - 01310-200-Sao Paulo 

Tel: 55(011) 3179-1 1 1 1/3179-1 108 

Fax: 55(011) 283-3448 

At Jose Francisco de Lima Gongalves 


BNDES 

Av. Republics do Chile, 100 

Rio de Janeiro - RJCEP 201 39-900 

Tel: 55(021)277-7652 Fax: 55(021) 533-0866 


ERNST & YOUNG 

Av. Rio Branco, 128 - 15 s andar 

CEP 20042-900 - Rio de Janeiro 

Tel: 55(021)550-7136 

Fax: 55(021)550-9502 

At Carlos Alberto Miranda/Ricardo Paes 


Av. Paulista, 460, 13 e andar 

Sao Paulo-SP CEP 01210-000 

Tel: 55 (011) 251-5917 Fax: 55(011) 251-5917 

BANCO ESSIS.A. 

Rua Frei Caneca, 1380 
7® andar cj 72-Sao Paulo 
Tel: 55(011)253-2272 
Fax: 55(011) 253-7243 
At Vasco Pinto Ferrara 

AZEVEDO SODRE ADVOG ADOS 
Av. Dr. Alberto de Oliveira Lima, 144 
Morumbi - 05690-020-Sao Paulo 
Tel: 55(011)844-5233 
Fax: 55(011)844-5360 . 

At Edson Costamilan Pavao 
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gin haljatinn has not benaftt- 
ted all countries, and indeed 
hag “marginalised" some of 
them and “therefore needs to 
bo carefully managed to 
meet the risks Inherent in 
the process". 

More concretely, Austra- 
lia, New Zealand, Canada 
and Britain have agreed to 
fund a Commonwealth Trade 
and Investment Access Facil- 
ity to give smaller states 
advice on adjust- 
ing to globalisation. 

The Commonwealth secre- 
tariat is to report on trade 
barriers within the 54-nation 
body. The private sector link 
is also to be reinforced by a 
standing Commonwealth 
Business C fomrai under Lord 
Cairns, chairman of the 
Commonwealth Develop- 
ment Corporation, and Cyril 
Ramaphosa, one of South 
Africa’s new leaders. 


be set up 


By Afichae* Holman and 

David Buchan 


By David Buchan 


Campo Grande, October 21st, 1997 
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India and Pakistan are to 
become the biggest govern- 
ment donors to a new Com- 
monwealth investment ftmd 
for south Asia, in a move 

that coincided with a cardial 

meeting of their leaders at 
the Edinb ur gh summit and 
the prospect of eased travel 
between the two countries- 

The scope of the South 
Asia Regional Fund will 
glen embrace Sri L ank a and 
Bangladesh, as well as the 
non-Cdmmonwealth states 
of Bhutan and Nepal, and 
will draw funds from south- 
east Asian donors and from 
the London-based Common- 
wealth Development Corpo- 
ration (CDC). which will 
also manage the fund. 

But of the $107m so far 
pledged to the new fund, 
India and Pakistan are to 
provide respectively S25m 
and $20m - each of which 
may end up invested in the 
other’s economy. CDC is 
hoping to add SlOOm more 
of private money to the 
$10 7m of public money 
already pledged. The new 
South Asia ftmd mirrors 
similar Commonwealth 
funds that have been set up 
for Africa «nd the Pacific. 

• Membership of the Com- 
monwealth looks likely to 
stay at 54, following the 
summit conclusion that 
none of the three current 
candidates - Rwanda, 
Yemen or Palestine - could 
immediately qualify for the 
club. The summit agreed 
putative members needed to 
have some link with the 
Commonwealth, should 
comply with the 1991 
Harare declaration on 
democracy and human 
rights and should accept 
conventions such as using 
English and acknowledging 
the role of the British mon- 
archy as symbol of the Com- 
monwealth’s free associa- 
tion of states. 

A UK official said Pales- 
tine, once a British protec- 
torate, could have a case “if 
it were a state”. Yemen, a 
former UK colony, “does not 
meet the Harare principles”, 
while in the case of Rwanda, 
a former Belgian protector- 
ate, “the question of a Com- 
monwealth link may prove 
difficult”. 


Co m m on wealth foreign 
ministers have recom- 
mended that sa^tioM 
against I®* 8 ™ 1» ^ 

Seyance pending the out- 
come ot . the military 
regime 's plan to return the 
country to civilian rule by 
October next year. 

But in a report to the 
Edinb urgh summit due to be 
pnbhsbed today, the mtnfo - 
ters raise the passfinHty of a. 
two-phase sanctions pro- 
gramme. ciflgnnatipg in cari- 
;sf ite ration of a mandatory oil 
embargo should the transi- 
tion prove seriously flawed. 

“While the timetable of 
the current transition pro- 
gramme remains, broadly chi 
course,” says the report, 
“ministers rernam concerned 
about aspects of thVpri^ 
gramme which undermine 
its credibility." . 

The Commonwealth minis- 


terial action group (CMAG) 
was set up at the Auckland 
summit in 1995,. charged 
with monitoring human 
rights and making recom- 
mendations on ways to 
restore democracy in mili- 
tary regimes. Y • ■ 

The report does not . call 
tor the immediate implemen- 
tation of sanctions against 
Nigeria, nor does it recom- 
mend that Nigeria 7. 
suspended from the Com- 
monwealth in IS® 5 . tor 
h uman rights violations - 
should be expelled. 

Instead it recommends 
that in the run up to the 
proposed October l 1998 
handover to civilian rule, the 
CMAG shoold be “empow- 
ered to invoke the Common- 
wealth wide implementation 
of any or all of the following 
measures It., these would 
serve to encourage greater 
integrity of the process of 
transition and respect for 
human rights in Nigeria.” 


This first phase of sanctions 
would include visa restric- 
' tions .on ■ memb ers .q F ’the 
regime, an arms embargo, a. 
visa-based ban on spotting 
contacts, aihd ; downgrading 
diplomatic missions. The 
visa and anas embargo 
are being implemented by 
Britain but African ^Com- 
monwealth member* frave 
not followed spit 
The. report is. critical <rf the 
regime. “Tie orartfoued.esls- 
tence of a military.. govern- 
ment in Nigeria constitutes 
the most blatant vtotefiou of 
the Harare psbxS&es,” says 
the report competed by the 
foreign ministers tof 1 New 
Zealand, Britain, Canady 
Ghana. Jamaica, : Malaysia 
and South Africa, under 
Zimbabwe’s chai rm an s hi p - 
The report proposes if 
Nigeria has not completed a 
transition to. democratic gov- 
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eminent its expulsion should 
be considered' 

See Editorial Comment : 


Nations fail to reach 
consensus on 



By Leyte Boulton, . 
Environment Correspondent 


"We’ve had a lot of rain,” 
said President Teburoro Tito 
of Kiribati, a tiny Pacific 
island state which recently 
suffered fl oofla. “You ghnnld 
export it to us,” replied 
Clement Rohee, foreign min- 
ister of Guyana, which is 
having to ration w a t er after 
wiicring its rainy season. 

At a party for Common- 
wealth leaders, both men 
were serious In fearing freak 
weather could presage global 
warming - and threaten the 
very survival of their 
islands. “CHmaie change is 
literally a question of sur- 
vival [for us],” President 
Tito thld the summit of 51 
Commonwealth presidents 
and prime ministers at the 
weekend. 

If an expected rise in sea 
levels and surface tempera- 
tures does not submerge his 
country, it could still dis- 
courage investment and con- 
demn the tiny nation to “not 
much of a future”. 

Some nations will be able 
to adapt but even that can- 


not be taken for granted," 
warned President Maumoon 
Gayoom of the Maldives, 
which along with other 
small island states in .the 
Commonwealth wants rich 
countries to agree a 20 per 
cent cut in emissions of 
greenhouse gases at a 
December conference in 
Kyoto. 

While the organisation 
represents a unique micro- 
cosm of the differentplayera, 
the Commonwealth leaders’ 
m eeting did mare to high- 
light than resolve the diffi- 
culties ahead. Astraw.poll of 
Commonwealth leaders by 
the Financial Times illus- 
trated disagreement not just 
on emission curbs far Indus- 
trialised countries but on tile 
role of developing nations. 

John Howard, Australia's 
prime minister, did his best 
not to appear on the defen- 
sive although his country . 
has in the past -opposed , any 
emission cuts. He criticised 
the European Union’s target 
of a 15 per cent reduction by 
2010 as “biased towards the 

®Q"»- -Sf ■ * * • • 

■ Bid' Australia seems less' 


worried .by . -the fears of its 
immediate neighbours in the 
Pacific- than by "the notion 
that emission cuts would put 
it at a disadvantage vis-fi-vis 
fast-gtowing- . developing 
nations in; the Far East 
- In response,; Mahathir 
Mohamad, prime- minister of ' 
Malaysia, attacked rich, 
-countries far . breaking feri 
. lier promises of - aid to help 
, the environment’ “You have 
not gzvEsi us a pent." he.said. 

Such - recriminations . 
underline the wider issue of 
who should pay; to fight a 
problem, untfl.no w caused 
mainly .by 7 industrialised - 
nations, 7 consifinjJtiQn of fos- ■' 
sfl fuels.' 

.Bui .^i-jiqqrer nations 
develop, their emissions will 
became a gromhg part of the 
problem. . .• 1.-. . 

“We J need economic growth : 
so you can't just tell us to ;. 
: put. our forests in a glass 
window as a museum piece,” ^ 
sald Mr 'Rohee of Guyana. “It 
afl cameo back to the basic 1 
question of how yomfinanoe- 
fhings. There’s a lot of talfc, ■> 
but where's the ' money ; 
behind the' talk?” ~ 7 
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Bank role urged in Chad oil plan 


A n international con- 
sortium has decided 
to go ahead with one 
of the most controversial oil 
developments in Africa, pro- 
viding the World Bank 
agrees to play a direct role 
in the proposed $3bn project 
to develop Chad’s Doha oil 
field and to build a 1,060km 
pipeline to Cameroon's 
Atlantic coast 
Exxon, the biggest US oil 
company, and its partners 
Royal Dutch /Shell and Elf 
Aquitaine of France say they 
are prepared to go ahead 
with Doha, located In an 
environmentally and politi- 
cally sensitive part of 
southern Chad, If the Bank 
funds an equity stake in the 
pipeline by the Chad and 
Cameroon governments. 

A decision to lend the two 
governments $115m, or 3 per 
cent of the project’s costs, 
would put the bank in the 
firing line erf environmental 
and human rights pressure 
groups which have criticised 
the Doba project Exxon has 
admitted that “the biggest 
issue is whether this would 
be an appropriate use of the 
Bank's funds.” 

The Doba project could 
transform the fortunes of 
Chad, which has a per capita 
gross national product of 
just 1180. The N’Djamena 
government stands to gain 
$5bn In cash over the life- 
time of the project as well as 
an estimated $3.5bn in “indi- 
rect” economic benefits. 
Consortium officials say the 
Doba project is “the last best 
hope Chad has". 

A decision by the consor- 
tium to go ahead with the 
Doba project would be the 
latest In a series of contro- 
versial moves by western oil 
companies into politically 
and environmentally sensi- 
tive areas of the developing 
world. 

The consortium wants to 
drill 300 wells at Doba, 
which has reserves of about 
lbn barrels. Peak production 
of 225,000 barrels a day 
would be shipped to a float- 
ing storage and export facil- 
ity on the Atlantic coast of 
neighbouring Cameroon via 
the 1.050km pipeline. 

The discovery of such 
large and prolific fields is 
increasingly rare in the 
west’s politically stable 
mature oil regions, such as 
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the US and the North Sea. 
With only limited access to 
the Middle East ail giants, 
western oil companies are 
moving in ever greater num- 
bers into remote and often 
politically difficult Third 
World countries to search" of 
the large “elephant fields” 
that are needed to sustain 
the reserve position of the 
biggest companies. 

But the oil Industry’s 
expansion into the develop- 
ing world has been dogged 
by controversy, fuelled in 
part by the feet that many 
big discoveries have been 
made in areas of outstanding 
natural beauty, or in regions 
populated by minority 
groups or bedevilled with 
potentially explosive politi- 
cal disputes. 

In recent years environ- 
mental and human rights 
campaigners have accused 
international oil companies 
of a catalogue of alleged 
crimes. These range from 
organising death squads in 
Colombia, supporting mili- 
tary dictatorships such as 
Nigeria’s, threatening stone 
age Indian tribes in Latin 
America with extinction 
despoiling rare and pristine 
environments. 

Exxon, the operator of the 
proposed Doba project, 
admits that its plans in rrhaH 

have raised a number of con- 
cerns. But the company 
counters that for countries 
such as Chad, which is the 
fifth poorest in the world, oil 
development offer a umq in t 
opportunity to kiokstart eco~ ’ 
nomic growth. Over its life- 
time the Doha project is 
expected to generate $5bu in 
royalties, fees and tax rave- 
nues for Chad, whose gross 
national product is a mere 


$2.7bn and which has annaal 
exports of only giSGm. - The 
international consortium 
believes indirect economic 
benefits for the landlocked ; 
country could total $3.5bm 
Cameroon , would earn *500m 
from pipeline transit fees, 
with an- additional $400m in 
inffirea. benefits. 

The extent to which Exxon 
and its partners plan to min- 
imise the. environmental . 
impact of the Doba project 
highlights the new sensitiv- 
ity of big oil companies to 
criticism by environmental 
ca mp ai g n e rs. Exxon says the 
proposed pipeline route wfll 
follow existing roads 
through sensitive areas. The ' 
permanent .. pipeline, 
right-of-way wfll also be con- 
fined to a width of ISm, 

there wiU be extensive use of 
electronic sensors to detect 
any leaks in the buried Hue. 
Of the three routes studied, 


it should also have the least 
impact on forests and rivers. 
; Although many oil compa- 
nies applied lower envoron- 
.mental standards in the past 
to oil field developments in 
the third world, few industry 
observers beUeve that Doba 
would be anything -but -'s tate 
of the art. They ^ay none of 
the three companies 
involved would risk their 
brand images and corporate 
reputations by applying less 
rigorous standards' than 
those required by industria- 
lised countries. 

But even , within the most 
dem anding . environmental 
standards Doha is unlikely 
to escape criticism. 

Greenpeace, the environ- 
mental pressure group, sin- : 
gfed oirt such projects in its 
latest campaign against the 
international aRtndustry. 
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June 3 9,2:45 pm. 

Dan Kubica. 

Senior Engineer, Ping Golf Clubs 
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It’s just one example of what people do with Silicon 
Graphics’ systems - collaboration with better results in 
less time. And whether you work alone or in a group, 
Silicon Graphics provides you with the freedom to do 
things you can’t with any other computers. To see new 
and more informative data. To look deeper within 
yourself for better answers. 

People in practically every industry, in nearly every 
corner of the world use Silicon Graphics workstations 
and servers in manufacturing, science, government, 
telecom and entertainment. They are the people whose 
insights turn the ordinary into the extraordinary. 

If you need more proof, stop by your local driving 
range. That little pinging you hear is the result of better 
clubs getting to market in half the time. 

To find out more about Silicon Graphics, visit 
our web site or telephone 07000 SILICON (745426) 
quoting reference Ping. 
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NEWS; ASIA-PACIFIC ' 

The upheaval in Hong Kong has shown up the weaknesses in Beijing s g conogucj;^^--. 

Asian markets contagion may unnerve Chin 

... Wnne Sons Adjcioistration_ for ^ 

A s Asia’s fi nancia l markets of last year, China’s debt-to-GNF 
snd currencies have ratio is 20 per cent, amon g the 

Unravelled WW the n nst InniBct In Acto ft tho 
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A s Asia's finawwa} markets 
and currencies have 
unravelled over the past 
few months, China hag stood 
apart from the turmoil, seem- 
ingly immune to the ^nt^ g to n 
that has gripped the region. 

It may show some of the symp- 
toms of its beleaguered neigh- 
bours - an oversupplied property 
m a r ket, an indebted banking sec- 
tor, manufacturing industry 
squeezed by overcapacity and ris- 
ing fixed costs and an economy 
generally hampered by corrup- 
tion and cronyism. 

But. in other respects, China is 
different. The foreign capital 
Inflows into the cun try are 
mostly for long-term fixed invest- 
ments, rather than short-term 
lending - the “hot money” that 
destabilised countries such as 
Thailand. 

Foreign portfolio investment 
into China is equivalent to less 
than 0.5 per cent of GDP and 
even the fledgling foreign cur- 
rency stock markets are driven 
by local investors. 

Foreign commercial lending 
has grown, but with external 
debt of around $130bn at the end 


of last year, China's debt-to-GNF 
ratio is 20 per cent, among the 
lowest in A $ 7 h , according to the 
Would Bank. 

China’s currency is not yet 
convertible on the capital 
account The exchange rate 
remains strictly government-con- 
trolled and defended by over 
S130bn in foreign exchange 
reserves. 

And in China, where exports 
are soaring, sentiment suggests 
the currency is. If anything, 
undervalued: “If they freed the 
Renminbi [the Chinese currency], 
it would appreciate," says Brewer 
Stone, head of Prudential Securi- 
ties in Shanghai 

In short, foreign investors are 
hard put to mount an assault on 
either China's currency or its 
stock markets. 

However, the upheaval in Hong 
Song last week has offered a 
reminder of the weaknesses of 
the Chinese economy and how 
turbulence in Hong Kong, which 
Is intimately Involved in the 
reform on the mainland, has ines- 
capable implications for China. 

While China has stayed on the 
road of economic development. 



ent growth as essesiial to smooth week* ttafflS 

the reform process. The concern ? lse i Uie i ®? s l?r 1 Setarit(iiy 

is compounded by evidence of flow of cap^al , mivht slow 

sloSST growth in domestic 

demand. The retail price index Inve^ment from 

fcrSwtemlwwaslbtatMop® 

cent on a year-on-year basis. - half the year. Hong 

The figure is a remarkable 

achievment for Zhu Rongji, vice 

premier in charge of the eco* $20.87bn out of a total foreign 
omy, who has brought inflation investment <rf$5tSDn- 

«££» from a peak of 25 per cent Uncertainty mHoi^Kong, 
hi October W94, but tbe steep fafl coold 
is now prompting fresh questions lems of Cfrma s b^nks. 
of looming deflationary pressure. non-perfOrming loanl^moUQ 
GivSrSat the external sector estimated to be as h^$200h^ 
is performing strongly - the one quarter 


J» Most of the had l debts are 
alone is set to grow to $4flm this generated by loss-making state 
year - concerns about sustaining companies. But in some 


23m Rongji, vice premier in charge of the economy: worries 


Beijing is grappling with prob- 
lems: a slowdown In the rate of 
growth, fears of deflation, urban 
unemployment and a state sector 
badly in need of reform. 

"There has been a slowdown. 
We do not know yet whether to 
be completely alarmed or not,” 


says the representative of an 
international financial institution 

in Beijing. 

As Beijing pursues a policy of 
state-sector rationalisation that 
firraatanH to make tens of mil- 
lions of people redundant, the 
Chinese leadership sees consist- 


the rapid growth rate centre 
upon investment, both domestic 
and foreign. 

The People’s Bank of China, 
the central bank, cut interest 
rates last week tor the first time 
this year, "a tacit admission that 
there are a few worries about 
investment”, says the chief econ- 
omist of an hrtwrn siii nnai finan- 
cial institution in Beijing. 

With contracted foreign invest- 
ment falling this year, last 


the banks’ losses have been 
offset by profits and appreciating 
assets in Hong Kong, notably 
Bank of China, one of the four 
largest state banks, which 
reported that $L$bu of its $2-3bn 
profits last year were generated 
from operations in Hong Kong 
and Macao. . 

The devaluations i n As ia high- 
light China's own currency man- 
agement issue. Last month, Zhou 
ytan Chuan, the head of the State 


Administration for J p ’ ore -|jF* 
Exchange Control, said ttoeW 
“reason for the domesticjcur- 
rency to have art appropriate 
-appreciation".^ ’• - 

However, Chinese esporbws. 

: jaw been imreasto^y wonted ; 
by such an at^TOtment, just as 
south-east Asian rivals enjoy 
renewed gloahl competitiveness 
- since their cunwcfrs have deval- 
ued- ‘ i 

' To date, the mafafland Chinese , 
authorities have sought to make . 
a virtue of a.sfcaQariy hands^ff 
approach to matters’- of Hong 
Kong's pnT ftfflic management 

The PBOC -iras" : tiertaIiily 

encouraged by the Hong Kong 
Monetary Authority's perfor- 
mance last week.-, rebuffing, for 
the time being at least, specular 
tive assault Bnt a seaator PBOC 
official says there-Is more, to the 
central bank’s faith m tfcie aepaxa* - 
tion of pdwers between. ;Hong_; 
Kong and Chtaa. 'I^'.two have, 
separate problenffl. hfr says, and 
“HE is wholly responsible for its 
Rt, an Hal syst&n. And we' have'.- 
our own economy to manage. ” 

James Harding 
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CONFERENCES & EXHIBITIONS 


OCTOBER 29 
Accredited MBA Fair 

The Association of MBA's Accredited 
MBA Fair Mrill cover full-time, pul- 
time and distance learning MBA 
courses at over SO leading British, 
continentiaJ and American schools. 
Admission is free. Register to attend 
and receive full details via NatWest 
Bank's re gis t rati on service 
Tel: 0800854369 

Hothom. LONDON 1 
NOVEMBER 3 

Country Risk Service Seminar 
Risk in Emerging Markets 
A one-day seminar. 'Assessing tbe risk 
in emerging markets*, evaluating 
country risk in Latin America. Asia, 
Eastern Europe, South Africa and 
Europe. 

£325 

Contact: Jeremy Eagle, the Economist 
Intelligence Unit Tel: 444 (0171) 830- 
1007; Fax +44 (0171) 830-1023 
LONDON 

NOVEMBER 3-5 
HMSEC97Euupean 
IVUfimetSa, Mcreprocesscr 
systems & Bed ronl c C o mmetce 
Theme: "New tedxiotogy - near tunes”. 
With Europ ea n Oo mmliai on support, this 
seventh i™* 1 conference and exhibaioa 
dak wife mmmrtrisl pcsasial aod leaeaeh 
Bt a^g iginnewraamMimTBC h nclog i cg 

Contact: EMM5EC97: + 39 50 574536 
Email emmsec97(g'cprJt 
btTp^/emmscc97xpr. it 

Florence, ITALY 




The International Business 
Relocation Exhibition 
(IBRE *97) 

For multi-national companies 
who are considering expansion 
or relocation within or to Britain 
IBRE ‘97 Is the largest event 
offering the most influential 
opportunity to discover the 
enormous benefits of relocating 
to the UK. 

Exhibition & Conference 
Contact 

Julian Fisher or Nav Mann 
Tel: 444 181 568 8374 
email: I Dto©predjfoo-events. com 


NOVEMBER 4-5 
Linking the Balanced 
Scorecard to Strategy 
Too often the Balanced Scorecard 
framework is treated in iaoiadon from 
aralogir objectives. This cmfei mcc will 
enable you to develop a balanced 

soarecaid framework that s up ports tbe 
anooeadul impinirianriourf stnnegy. 
Contact Kate Jenkhu at Business 
badUgencelhl: 0181 879 3355 
Fax: 0181 879 1122 

Batit tatjtte<hteo M| g BOMMh 
LONDON 


NOVEMBER S & 6 
A New Century In Publishing 
Confirmed speaktna include: The Rt 
Hon Michael Hesetine MP; Nigel 
Stapleton. Reed Elsevier: Marjorie 
Scsnfino, Pearson pic; Michael Ly itton. 
Pcngnm; Max Editor in Chief. 

Bvetting Sondaid: Ms Doretba Coocoii 
Pal ah o, President. Dow Jones 
Interactive Publishing inquiries: FT 
Conferences Tel: 444 171 896 2626 
Fax: 444 171 896 2696/2697 e-mail: 

LONDON 

NOVEMBER 5-7 
Evaluating Banks 

- Banking Supervision and Regulation ■ 
Financial Information • Key Ratios and 
Capital Adequacy • PoinkaL E conomic. 
Social and Technological Risks - 
Connery Risk Analysis * Emerging 
Madsen* Rating Agencies 
3 DAYS £825 + VAT 
P mm u T Bircbin Internationa] pic 
Td: 0171 628 4112 Rut 0171 628 41 13 
huemec hltp://www l JitiipIaoeeaim 
Email: fa»placeg>fafaplacc.coni 

LONDON 


NOVEMBER 6 
EVA 

This seminar tackles the key issues facing 
companies in implementing Economic 
Value Added (EVA) - tbe shareholder 
value ap p ro ach wftfch can raise business 
performance by identifying and 
maximising the key wealth creating 
activities within an organisation. Joel 
Stem, the worid recog ni sed authority on 
EVA, cutimes the practical steps towards 
integrating EVA in ytxnr company. 
Contact Kale Jenkins at Business 
hneUgenoeTd: 0181 8793355 
Ftoc 0181 8791122 


NOVEMBER 10-12 
Documentary Credits 
• Letters bf Credit, Collections. 
Acceptances, 'Forfaiting-* Uniform 
-Custom and Practice • Shipping 
. Documentation •' Back -to- Back. 
Transferable, Revolving and Stand-by 
Letters of Credit • Risk. Ideotifioadoo 
aod Fraud Prevention ' 

3 DAYS £825+ VAT 
C nM»r Biichin Im i m liaiil pie 
Tel: 0171 628 4112 Fax: 0171 628 4113 
Interact hap: //www.fekpUoftjnoni 
Einailz: &hplaoe@fUiplacexom 

LONDON 


NOVEMBER 11 &12 
The 9th Annual FT 
Petrochemical Industry 
Co n ference 

Organised with Chemical Matters, 
confirmed speakers include senior 
executives from BR NOVA, Dow; Nackxxi 
Petroleum Company of Iran. HOP. and 
Shapgbaftrrodaa ni cti Company 
Contact: Sarah Gibb. FT Conferences: 
TO: +44 171 896 2639 Fax: +44 171 896 
2696 E-<na3 sarabg@peaison-proLCom 
LONDON 


Conferences 
& Exhibitions! 


Olympia, Log don 



Low Cost Pensions 


fnnr vital questions: 

• How can they be marketed? 

• How can they be 
administered? 

• How can they be regulated? 

• How should they be invested? 
A Cltyforum super round table. 
Opening Keynote speaker: The 
Rt Hon Harriet Harman MP. 
Sponsored by Price Waterhouse, 
Watson Wyatt. AUTIF and 
Pensions World 

Contact: GRyfciun 


□ 1 1 w'y^T , ::JL « 5 i 4*r rs~ T- 1 


BidrtBBiB aa ilOcaipMWCT 

London 



'M *• ' 


V :$:■ i' ’•Jr ;> SPKiliSSISEa 


ideveir'^-d 


^ U e a^ e i6 c»2 ua v miha. 




j ' •** 




!)■; i iit ?l 


. I, rijejg , 

■ " '* ' WtKir*'4&i 


^S^SitelS 


.74ft»S40 


NOVEMBER 13-14 
The Finance Scorecard 
This conference ‘cxhi nines ways in srinch _ 
senior finance executives can, by using 
the soottcanl approach, add value to the 
busmen, improve their own productivity 
arxi tfeiMiMraie their contribution with 
tangible pafoouaco hficuas, 

Contact Kate Jenkins at Business 
Intelligence Tel: 0181 879 3355 Fax: 
01818791122 

EmtifeloBsjEDlduSSfcuiinGm-kadEgsroecaiA 

LONDON 

NOVEMBER 13-14 _ 

Financing Energy 
Infrastructure 

Analysing the new instruments and 
strategies in financing Asia's energy 
infrastructure conmcc Samantha Ledger 
FT Coafemces Aria Pacific 
id: (+651 323 6373: 
lax: (465)323 4725 
e- mail: sanmiyl@pcarson-proxom-Jg 
SINGAPORE 


i? ; 


Corporate Forum: 

Risk Management 

A unique and low oost 
opportunity far corporate 
treasurers to take advantage at 
in-depth discussion sessions 
designed to promote dialogue 
on the applications of financial 
risk man^emert and the use of 
derivatives In today’s corporate 
environment 
This Forum, part of Risk 
magazine's 10th Anniversary 
Global Summit is open only to 
non-finandal Institutions. 

To secure your place contact 
Paula fef: +44 (0) 171 4870707 




Managing for Value: - : 
Moving from tbeory to 
practice • ’ 

Businesses now.hase to-gobeyend 
tracSIonal finanefei measures to adopt 
new and fonewaivs approaches to 
creating vahie. TNs conference wB 
explore how sharahoMer'v^ue 
thinking Is being translated Into a 
management cfsdpftne, leering to 
eSadive business rasutis. Speakers 
include: Credtt Slisse First Boston, 
Price WStehouse, UoydsTSBend 
the T1 Group. 

Contact Mck Tribe 
Tel: 0171 830 1154 
F&jc 0171 931 0228 
Email: nfckt*e@ekuxxn 


London 
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Tba Sixth City of Lmdon 
Central Banking Conference 

Parbdpontectooeetrom auttorirativa 

and topical forums on: 

• REGULATION AW RISK IN 
EMERGMG MARKETS 

• L/mNAMBVCA AND THE 
CARIBBEAN - STAB8JTY 8 GROWTH 

• CSfTHAL BANKS AFO THE 
MANAQaffiNTOF PSSERVES 

- CHANGING CITY REGULATION - 
ITS IMPACT ON FOREIGN PLAYStS 
Speakers Include central bunkers, 
regulators. Investment bankers and 
fund managers. Bertwra Trust, Chass 
Manhattan Bank, and Donaldson. 
Lufkin t Jenrette sponsor this 
successful annual canforoncs, to be 
held In 1997 trilh a super maid table 
formal 

mforma te n: C«yfotum. 

fte 01225 466744. Fate 01825 443803 

Emal: 106703^270@eompuDervBXOm 


London 


NOVEM8ER 17 & 18 
Re-tnventing the Utility 

New ompura i c arooures for energy aod 
utility companies in the converging 
markets of the 2ln Century. Speakers 
include: Mr James T Hacked. Duke 
Energy Corporation; Mr tan Robinson. 
Scoanfiftower Ms Clare Spottiswoode. 
Ofgas: Mr Gerard Sonmann. Suez 
Lyonnaise des Esux; Mr Rtilip Green. 
Goldm an Sachs DileaifltioaaL 
Enquiries: Lucinda Roberu. 

FT Conferences TO: +44 171 896 2120 
Fax: 444 171 8 96 26W26 97 
Email: lucmdar@pcai sou-pro jcom 

LONDON 


NOVEMBER 17-19 
Cashflow Analysis 
- Types of -Cashflow Statement - 
Essential Principles * Preparing 
Cashflows - Historic and Projected - 
Interpretation and Evaluation, the 
im port a nce- of Sensitivity Analysis ■ 
Debt Servicing Capacity. Covenants, 
Mocmoring ■ Forecasting * Cashflow 
Meddling 

3 DAYS £825 + VAT 
rrmrt- H j - i Ww n hneznarioual pic 
TO 0171 628 4112 Fax: 0171 628 41 13 
i imwii w imp; //wwwjanpiacexom 
Pmmt- fji lipl nriptaccxom 

LONDON 


NOVEMBER 18 
Budget *97 

Europe's leading conference an 
budgeting, forecasting, long range 
ptamfcg and financial moddfiqg systems. 
Featuring teadfcg edge case stufies fiom' 
imiltiiixtiaaais. expert speakers rod fell 
product demenstraaons of the “best of 
class" twtpdng and planning software 
packages. 

For information Ttel: +44 (0) 181 445 
2688 Fric +44 (0) 181 445 7172 

Cafe RoyaL LONDON 


NOVEMBER 20 & 21 
FT European Economic and 
Monetary Union 

Economic ingnetof EMU and dtescategic 
I mj i Tv t i onii for brnta-capM markets und 
Eur opean breed era p o n s es . Speakm: The 
Rt Hon Kenneth Clarke QC MP; Mr 
Howard Davies; Mr Join Kemp-WddL 
frqn i* g t IT Aifcmi« 

TO +44 171 8962120 J 

Rue +44 171 896 269672697 
Email: lu ckaliugp e at saa-pnxcom 

LONDON 


NOVEMBER 27-28 
The Economist Conferences 
Key Operating and Investment 
Issues In Russia. 

PodHcal Risk, Management, 
Finance, Legal Issues, Human 
Resources 

Fox ftntfaa- information contact: 

Ms Gerimda de Leonanlis. Ms Monks. 
Davies, The Economist Conferences 
TO <43.1)71241 61 0 
Fta: (43.1) 714 67 69 

Hotel Marriott, VIENNA 


DECEMBER 1 &2 
17th FT Worid Itetecoms 
Speakers: Sir Peter Bonfield CBE, BTr 
Richard Brown, Cable and Wireless 
pic; Mr Junichiro Miynzu, NTT; Mr 
Richard C Notebaert, Amexitech; Mr 
Christopher Gent, Vodaphooe Group 
Pic: David Twyver, Teletiitc 
Corporation; John Sidgmore, UUNET 
Technologies; Reed Hundt, Federal' 
Commanlrationa Conunbskxi; Andrew 
Sukawaqi, Sprint PCS (USA). 

Enquiries: Sian Rmcourt 
Tel: 0171 896 2626 Fax: 0171 896 
2696 e-mail: tianfi^pcaaoD-ptaccm 
LONDON 


NEW FOR NOVEMBER ^ 97 ^ f r ; 

TOURISM IN CUBA A two day sontinat of hudn^ and 
investments opportunities in Cuba’s fastest jffo yring hdustry. 
sponsored by tiro European Community Investiiwiia. Partners 
Programme (ECIP), tbe Caribbean Trade A^vteoQT-Groyp 
(CARTTAG) and the Cuban Ministry of Tourism (MWTl^t):' 

ThenentinarW cover an cwervtowollhe Cuban toUri rt lratoBy ^as wal 
as pKj tf flions for funra dQvfifupinfinto and spoefflb Inwtawm ®icyoktf 

vwairwpro^cls.There wWbeexriuaivepreeantaflonafrorijaBntor. --- 

oxacuthres ot the main twjrtem orgwteajtons ri Cuba snwaBe* *“» 

operators and foreign Investors. '. V *"•. • * . \ * *-_ 

Dates: 13 & 14th of November 1907 u 

WarniK London UndarwtttngOantre, 3 ktotoer Court, 
fcfindnfl Lane, London EC3R 7D0. 

For furthur Information pieasa Contact Joenna Nssb M 
CAJTT1AG.1U 0171 830 0890 Fax 0171 9300664 • 


DECEMBER 3-5 
Vantm Forum Europe'S? 

This Stfi aaand \fcnnae Foram Europe, 
erraegedby FTCratfemices ard Veoture 
Bponcmica. looks attire tew Mnradon 
on private equity in Europe, the debt 
mwket. csss, how poviaisstion is fbdfing 
Hnestmenr m C AEBappa opparttmmes 
in other emer g ing markets and bow 
Euope is mae M i ng ‘as appeal totteTIS 
im eito c 

oimurc SamhGibh, FT Conferences; Tel- 
+44 171 896 2639 Pk +44 171 896 3996 
EmstbaMhilgp n eoeproccnr _ 

LONDON 


Conferences 
& Exhibitions! 


'nwAraactfR Waterfront .. 
DuVBfograotf Propel 
ConfereBce - ;.-V . 1- 

Asundfin Mayor, Martto Bnrt, end 
Matin Data Mayor, Atex Penates, 
wffl host a conftrence^HKefltinfl • 
one of tin taroBSt often. 
devBtoptTierrt prapets to the ' . 
Amertcas, erKtongjassIng tf» > ' ' ' 
red anu dwrand conimarcialiatfDn 

of 7M hectares ot prime city canter 

lajtoinAsuncji^ 

Contact M^a Famantfez, 

I MFMTet (385) 286-7383. . 

Ftoc (3W) 285-9583,. . . 

E-Mait gabmtoBOm6a.i|0V4)y : 
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International Seminar Investment Funds 

From financial tools to investment vehicles for asset management 
Thursday 20 November 1997, Geneva, Hotel Noga Hilton 

Understanding what investment funds represent and putting them into an international context This seminar, orga- 
nised by the Journal de Gendve, Price Waterhouse, Union Ba ncaire Frfvfc and Banque Cantona le de Geneve will help 
you to do this, while situating them in the context of Institutional asset management in Europe. Performance analy- 
se. trends in the index-tracking and alternative funds as well as industry developments in both emerging and OECD 
countries will be among the subjects dealt with by the first-rate professional guest speakers. 

Programme Thursday 20 November 1997 from 8.30 am to 5 pm 

INVESnUBIT Funds, AN HSntUMEHT FOR IHSTTTUT10IIAL ASSET MAMAGEMEU ffl EUROPE? 

jfrg SOULIER, Member of the Management Team Swtssca PMG, Drich 

Ebhleti 6. BAHZ, Dherior fidefty Institufionnai Asset Mar^ement, London 

Moderator: Serge IEDEBMANN, Director, UBP. Institutional Asset Management, Geneva 

TRENDS IN PERFORMANCE ANALYSIS: QUANTITATIVE 08 QUALITATIVE? 

Erhrad CAMERON, Audit Parzner Price Waterhouse, Global Chairmen of (he (nvesnttair Management Sendees Group, New York 
Mkftul LPPER, General Manager Upper Analytical Seivices, London 
Moderator : JaapesBOPP, DbedorBopp E8 AG, Switzakid 
iNVESTMBir RINDS AS FDMIIC1AL PRODUCTS 

• Indexed funds 

Wttoe FARACO-STEFFAJi, fted of Monday and Bond Inwsiment Research, Socttf G^n§raJe Asset ManagHnan, Paris 
Qaade CDkNKXEY, Authorised Represercabw SyrxJirony SA, Geneva 

Moderator: Edward CAMEK-'i, Audit Partner Price Waterhouse, Globa! Chairman of the Inwstma* Management Services, New York 

• Alternative Funds 

Francois GILUBtON, Director of MestralSA. Geneva 

HdMLmRJQI,^MarQgfr|gDiteterChlunbtemaikvriBVBlJdl^^ 
fanes S.BE HYB, Se nior vice President. Affiance Capital. Minneapolis 

Moderator :EdwnitAM£RON,AHSt Partner Price Watertraise. Global ChainraJflfttehveamrtlitenagBrertSavicesGraiftlfew'^jiic 

INVESTMBTT RINDS, SECTORAL T0015 

• The emerging mariats 

I UWBE , E*ftow Morpi 5tanley International London 
Dowlas ADAMS, Business plaining director Europe, Tempteton Investment Management Ud, Edinburgh 
Moderator: Stephan BKHSEL Debpte from [he Boaid of Directors of Snbsca HokflngSA,Bem 
•The OECD markets 

AaUCDSIL Marketing Director Europe, Fiddly Luxembourg 

TWenyCAIIAUff, Assistant Manager of the ponfofio management department, Bamue tfu Louvre, Parts 

Moderator: Pad Cosdret, Economics Editor, Journal de Genwe 

The seminar b In English, with sanattanewa transiatitiD bto French. 


Conferences 
& Exhibitions 


To advertise conferences, exhibitions, 
trade fairs, conference venues and 
training courses to approx 1.2 million 
readers worldwide. 

Contact Vivenne Eka on 
+44171873 3507 
fax +44 171 873 3088 
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Financial Times 


LANGUAGE COURSES 


h AST EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


Kd^rlOTtmeottng overseas go.asvrofl you Had 
hoped? ^ net? Dkl you hm otA&itiiompa&or 
whotfid speak the language.irf the cuatomer? 

Dont tetfthappwitegaftiA -v"; - 

Call BERLITZ far. (tartans or Dofaig BuBiMas In*- ^ 
FrohctVGennan/Spanifth NOW on.; v*;- ' 

0 1 7 1 ■■■- 


Cost per partidpaufcCHf. 700^. Each partidpaett urBI receive a documentation package. 


Emalmst: addressed to Journal de Gengve, Seminar fnvestinent Funds, Ptt 8m 5160,1211 Genevan. 
Qasfog date far osaiment: Monday 10 November. 


To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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NEWS: INTERNATIONAL 


Financial moves may give companies a boost but big problems remain 


visits Israel 


fi By Judy Dempsey 
. ih-:J«h»afein 

* Yevgeny . Primakov, . Russia’s 
-foreign minister, yesterday 
arrived in Israel in an 
^attempt to re-establish a role 
Jn -the region" and possibly 
mediate in opening a. dia- 
, lbgue between Israel, and 
"Iran, crucial for peace nego- 
. flaiions with Syria. .• 

.^.Sfr Primakov, fresh from a 
"visit to Lebanon and Syria, 
. met Benjamin Netanyahu, 
Israeli prime minister. 

. . ' ' He was' due to have dinner 
with. Ariel Sharon, infra- 
structure minister and one 
of_the few government offi- 
. ,oals. interested, in. improving 
, . relations with Iran after they 
! were cut off following the 
..fell of the Shah in 1979. 

Mr Sharon’s ability to 
start a rapprochement with 
Iran could . depend on the 
outcome of Mr Primakov's 
tfstt. . 

' Israeli officials want firm 
assurances from Russia that 
it .wfll stop all official or 
covert deliveries of equip- 
ment to" Iran which would 
give 'Tehran nuclear missiles 
capable of striking Israel 
- "Within a year Iran could 
target Israel with hon-con' 
ventional warheads,” said a 
senior Israeli official. He was 
referring to the 1.500km- 
range missiles Iran is devel- 
oping. 

. Israel has spent months 
lobbying the US Congress to 
impose sanctions against 
Russia if it continues supply- 


ing Iran with equipment 
But Washington is reluctant 
to jeopardise its relations 
with Moscow just as much 
as it anxious to avoid a trade 
war with Europe. 

The Clinton administra- 
tion recently resisted pres- 
sure to impose immediate 
sanctions against Total, the 
French energy company, 
after it s^ned an agreement 
to invest $2bn in developing 
an Iranian natural gas field. 

As Israel continues its lob- 
bying of Congress, officials 
said Mr Sharon was anxious 
to deal with Russia directly, 
possibly seeking Moscow’s 
mediation between Israel 
and Iran over a $650m debt 
owed by Israel to Iran for oil 
deliveries. All payments 
were ended six months 
before the S hah felL Officials 
said if that dispute was 
resolved it could pave the 
way for “a very gradual rap- 
prochement. But it would 
not be easy. Many [Israeli] 
politicians are against it” 

Mr Sharon has good con- 
nections in Moscow. He 
recently started talks on a 
plan to construct a natural 
gas pipeline between Rus- 
sia’s Gazprom company and 
Israel The deal entails Gaz- 
prom supplying Israel with 
up to $500m worth of gas a 
year, giving Israel a long- 
term and stable source of 
power while providing 
Moscow with an important 
strategic entry into the Med- 
iterranean Middle East 
markets. 


Hanoi presses 
EU on textiles 

Brussels seems in no mood to 
buckle over import quotas 


By Jeremy Grant fri Hanoi 
and Neil Buckley in Brussels 

Nguyen Van Do wedges a 
tmobfle tfhofae' uh'derhis 'chin 
and Hips open a laptop com- 
puter. “IH tell you exactly 
what the problem is," says 
the import/export manager 
at ' a state-run garment 
maker, scanning his screen. 
“We have quotas but they’re 
not enough.- Soon, we’ll have 
noprders." 

Mr Do is not the only frus- 
trated Vietnamese textile 
company -executive. As the 
European Union and Hanoi 
sit down today to hamm er 
out a ; new: textile agreement 
iii the Vietnamese capital 
many , others claim they will 
be forced to the wall unless 
there is a rise in quotas. 

j£e current three-year 
part runs-, out in December. 
Vietnam wants much 
ifdproved Quotas' because 
tpytiies are one of its top for- 
eign 'exchange earners, a 
boon as It battles a trade def- 
icit so far this year of $2hn. 

'And the EU is important 
for other reasons. Exports to 
the US, which offer the rich- 
est pickings, are minimal 
and subject to high tariffs as 
Washington continues to 
withhold Most Favoured 
Nation trading status. 

The EU is therefore Viet- 
nam’s biggest market with 
textiles accounting for about 
70 per cent of total exports to 
the EU. earning Hanoi 
EcuB69.5m ($410m) last year. 
It- is unsurprising that Vfetr 
nam. has asked for quota 
increases in categories that 
are - in the. words of one EU 
frfflp-ifll —.“out of this world". 
- -But Brussels is in no mood 

to- buckle. ‘Ever since Viet- 
nam emerged' two years ago 
as a Mg exporter of textiles 
to : - the EU, member states 
gueh as Portugal fearful of 
job losses in an industry that 
accounts for almost a third 
of its workforce. :- have per- 
suaded Brussels not to allow 
a fresh . flood of textile 

imports. . ' . 

■ Nor are the two .sides used 

to -finding common ground 

easily. Relations between 
Hanoi and Brussels have 
often been rocky since diplo- 
matic ties were forged m 
1995. Failure by Vietnam to 
grant the EU reciprocal 
access to its market by a 
mutually agreed deadline 
prompted Brussels to Janu- 
ary last year temporarily to 
suspend the textile pact. 

“The general mood is not 
too generous because of the 
situation of the textile indus- 
try in Europe and unemploy- 
ment, which is very heavy m 
this sector,” .said Riccardo 
Ravenna, EU ambassador to 
Hanoi. The talks would be 
“ v ary diffi cult". 

Some point to signs of a 


softening of the EU stance. 
EU foreign minis ters agreed 
in April to take a more flexi- 
ble fine on import quotas for 
textfles Tfespite breadaesef 
import quotas by low-cost 
producers such as China, 
Indonesia and Vietnam. 

Others argue Hanoi 
deserves better after being 
dealt a poor band in negotia- 
tions for the current pact 
“The Vietnamese are not 
very experienced, in such 
negotiations," said one offi- 
cial at the Brussels-based 
Free Trade Association, 
which promotes free trade 
and the interests of EU 
importers. The EU “allowed 
ffiom to -sign up to a very 
bad agre eme nt”. 

So bad. Hanoi says, that it 
o ught to be treated on an 
equal footing with fellow 
countries of the Association 
of Southeast Asian Nations 
(Asean), whose quotas are 
higher. But the EU rules 
that out, urging local export- 
ers to diversify production to 
include quotas that are not 
yet being used. 


Vietnam is 
battling with 
a trade deficit 
already 
at $2bn 


There are other reasons 
why Hanoi should not be too 
hopeful One is the EU wants 
an end to what it calls dis- 
criminatory quota alloca- 
tion. Foreign textile inves- 
tors diaim Hanoi hands out 
quotas to politically-fa- 
voured state-owned compa- 
nies. “We are operating not 
even at break even because 
we can’t reach our produc- 
tion capacity. We have con- 
stant negotiations over quo- 
tas." says Koen Vandekerck- 
hove, deputy director of 
Apex Dalai, a knitwear joint 
venture in southern Viet- 
nam. 

Local companies with quo- 
tas are also suspected of sett- 
ing them on a rudimentary 
secondary market, earning 
extra rash for vested inter- 
ests. . 

“This is a very serious 
problem- We want to make 
sure that whatever the size 
of the quotas, they are 
shared out equally in Viet- 
nam, be they local or foreign 
joint venture companies, 
says Grillo Pasquarefli, head 
off the EU negotiating team 

Vietnam has already used 
up its export quotas for this 
year, which explains why 
exporters like Mr Do are 
anxious to see a new regime 
in place soon- 


India tries to oil wheels of industry 


I ndia's stock markets 
greeted last week’s 
announcement of a bat- 
tery of financial reforms and 
interest rate cuts by retreat- 
ing for three successive 
days, though - in fairness - 
they took their cue from tur- 
moil elsewhere in Asia. 

There was general 
applause for the measures, 
designed to inject a strong 
dose of credit into the coun- 
try’s flagging economy, but 
there is a growing feeling 
they will not kick-start the 
troubled industrial sector. 

“It is not the big bang 
some people were looking 
for.” said the head of one 
foreign investment bank. 

However, Chakravarti 
Rangarajan, governor of the 
Reserve Bank of India (RBI), 
is convinced that credit will 
boost Indian industry. In an 
interview With the Financial 
Times, Mr Rangarajan said: 
“One does move in these 
matters step by step - but 
these are very large steps.” 

He said the new credit pol- 
icy would “accelerate the 
flow of credit by increasing 
the lendable resources of 
banks and reducing the cost 
of credit". It would also 
carry forward financial sec- 
tor reforms improving the 


functioning of various mar- 
kets. He said the two objec- 
tives “go together". 

Last week tbe RBI 
announced a one percentage 
point cut in the bank rate 
and a 2 percentage point cut 
In the cash reserve ratio - 
releasing Rs96bn ($2.65bn) 
into the banking system. 

Unfortunately banks are 
already awash with cash. 
Adding still more liquidity 
may not make much differ- 
ence. “We have not seen 
interest rate cuts stimulat- 
ing a huge amount of invest- 
ment in the past," said Rqja- 
shekar Ayer, head of res- 
earch at KOTAK Securities. 

There are two theories 
about the reason: poor credit 
delivery and lack of demand 
for investment. Both hold 
some merit 

Industrialists say that 
bankers - under pressure 
from regulators to cut down 
bad loans - suffer from a 
“fear psychosis" and are 
afraid to lend to companies 
which may not survive glo- 
balisation of India’s econ- 
omy. “Small and medium- 
sized companies cannot get 
loans at any price”, said 
Silesh Sharma, a Cochin- 
based entrepreneur. 

Here Mr Rangarajan feces 
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Rangarajan; industry needs credit 


a dilemma. Having recently 
given banks freedom to 
make lending decisions he 
cannot tell them who to lend 
to. But he said tbe Reserve 
Bank would take a close 
interest in “delivery of 
credit". Last Tuesday Mr 
Rangarajan urged banks to 


lend more actively, particu- 
larly to the retail trade and 
infrastructure projects. 

“There is now clarity on 
lending to projects which 
cannot be assessed under 
general lending criteria” 
said Solomon Raj. chief exec- 
utive of Indosind Bank. 


Mr Rangarajan announced 
-banks now were free to set 
term deposit rates above 30 
days* maturity. “This is 
more important than cutting 
interest rates," said Mr Ayer. 
It would put pressure on 
margins and force banks to 
lend actively - at a time 
when risk-free government 
paper is drying up. 

Mr Rangarajan said 
reforms to financial markets 
would go hand in hand with 
bank reforms. Last week's 
measures allow Indian banks 
and mutual funds to invest 
-more freely abroad and 
allow foreign institutions to 
buy government debt. “This 
will bring about greater inte- 
gration of domestic markets 
and external markets." said 
Mr Rangarajan. “There will 
be a gradual convergence of 
interest rates.” 

In the long run this is sig- 
nificant. offering companies 
access to long-term funds at 
low interest rates for the 
first time. But in the short 
term there is little conse- 
quence for most of Industry. 

Mr Rangarajan - with an 
eye on east Asian economic 
turmoil - did little to free up 
India’s currency, the rupee. 

The RBI is likely to err on 
the side of caution in its 


eagerness to avoid a rising 
current account deficit or an 
inflow of short-term hot 
money. And in the absence 
of a big liberalisation of capi- 
tal markets it is difficult to 
see how fine-tuning the 
banking sector can turn 
India's economy around. 

For however poor delivery 
is. industrialists exaggerate 
its significance. Banks are 
already pouring money into 
corporate debt. And bankers 
point out that working capi- 
tal needs have fallen as 
hanka become more efficient 
at clearing cheques and com- 
panies learn to manage 
inventories better. They say 
structural factors are con- 
straining investment - over- 
capacity, foreign competition 
and atrocious infrastructure. 

“Industrial growth has 
been slow because of lack of 
investment in infrastruc- 
ture,” said Mr Raj. “This has 
resulted in falling demand 
for concrete, steel and some 
petrochemicals.” Banks 
could only facilitate growth. 
“There are many other fee- 
tors to be taken into account 
- demand, exports." he said. 
Credit policy alone “will not 
trigger it”. 

Krishna Guha 
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There are millions of reasons to fly today, 
only one that matters to you. 

You could be on a quest to find new 
business opportunities. Maybe you're 
flying to dose an important deal. 
You might be crossing the skies 
with a ring in your pocket and a 
proposal on your lips. 
Whatever your reason, it's important 
to us as well. Which is why, at 
Delta Air Lines, we promise to make 
your journey to the place you want to 
be just as good as the reasons you 
have for going there. 


<81997 Delta Air Ones. fnc. 


For more information and reservations see your travel agent or local Delta office, 

or visit our website at www.delta-air com 
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Research shows that to a business class passenger 
on a tong-hauJ flight, the comfort of seating Is the single 
most important thing. 

And yet these passengers rarely choose an airline for 
its seat If they did. they W all be flying JAL. 

Our unrivalled design gives you the highest possible 
standard of luxury and comfort After all. It's our 
business to ensure that you arrive in the perfect state of 
mind for yours. 

For flight bookings or more information call your 
local JAL office or contact your travel agent 
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Swindon wins new Honda range 


By Hasg Simonian in Tokyo 

Honda Motor, Japan's third 
biggest car company, has 
decided In principle to build 
a third car range at Its Swin- 
don plant In south-west 
England rather than at a 
new location in mainland 
Europe. 

The move, which will raise 
Swindon's output to 250,000 
cars a year, is expected to be 
announced in early 1998. 
Honda's public response to 
inquiries about its European 
production plans Is still that 
the issue is under consider- 
ation pending a decision 
within the next year. 

Honda's expansion follows 


the decision in January by 
Nissan, Japan's second big- 
gest carmaker, to build a 
third range at its Sunderland 
plant in north-east England 

Honda will build at Swin- 
don a compact hatchback 
model, along the lines of 
Ford’s Fiesta, to compete in 
the UK - one of the biggest 
and most resilient parts of 
the European market. The 
model is expected to be 
based on its new J -Series, 
unveiled at the Tokyo motor 
show last week. 

Honda currently builds 
live-door Civic family batch- 
backs and larger Accord 
saloons In Swindon. Output 
Is expected to reach 120,000 


units this year rtiS should 
hit 150,000 in 199a. The third 
model would add a further 
100,000 units of capacity, 
boosting employment at the 
plant from 2,400 and creating 
additional jobs among sup- 
pliers. 

The carmaker’s plans 
come amid growing signs 
that Toyota, the biggest Jap- 
anese car company, will 
decide to build its piannad 
third European model at a 
new plant in northern 
France rather than expand- 
ing its factory at Bumaston 
in the British Midlands. 

The speculation about 
Toyota’s plans bas centred 
on the region of Valenci- 


ennes near the Belgian bor- 
der which is an area of rela- 
tively high unemployment 
and would qualify for sub- 
stantial government subsi- 
dies to create jobs. 

Toyota's strat e g y for locat- 
ing in France would be to 
gain a foothold in a market 
where sales for all Japan's 
carmakers have traditionally 
been very weak partly 
because of stiff resistance 
from French carmakers Ren- 
ault and Peugeot-CitroSn. 

Toyota says a decision is 
due by early next year. 
Akira Yokoi, executive vice 
president for international 
operations, said In an inter- 
view the company was 


examining a number of loca- 
tions. While already familiar 
with the UK, Toyota was 
weighing up possibilities 
elsewhere, he “We are 
presently looking at this 
Issue from a variety of 
aspects." 

However, Mr Yokel denied 
rumours that the co mp any 


■might co-operate with JPeug- 
eot-dtroSn by using some of 
the French company’s 
domestic capacity to build 
Toyota vehicles. He said 
relations with Peugeot-Ci- 
trofin were restricted to an 
engineering study to see 
whether Its diesel engines 


could be used In Toyota 
vehicles. 


Doubts emerge 
over evidence in 
Hamilton case 


By Liam HalBgan, 

Pofitical Correspondent 

MFs have conceded that 
“serious question marks" 
hang over evidence con- 
demning Neil Hamilton, the 
former Tory minister 
embroiled in the cash-for- 
questions scandal which 
damaged John Major's gov- 
ernment 

Sir Gordon Downey, par- 
liamentary commissioner, 
could resign if his Interim 
report into Mr Hamilton's 
conduct is not unanimously 
endorsed when the Com- 
mons committee on stan- 
dards and privileges meets 
on Tuesday, it has emerged. 

Some members of the com- 
mittee - which comprises 
seven Labour MPs. three 
Conservatives and one Lib- 
eral Democrat - are con- 
cerned that witnesses pro- 
viding testimony that Mr 
Hamilton took up to £25.000 
from Mohamed Fayed, owner 


of Harrods, were Mr Fayed’s 
former employees. 

Mr Hamilton has repeat- 
edly denied the allegations. 

A group of committee 
members is attempting to 
“water down” the section of 
Sir Gordon's report that says 
evidence of Mr Hamilton's 
wrongdoing is “compelling". 
Until now, the committee 
was expected to endorse Sir 
Gordon's judgment unequiv- 
ocally. Its failure to do so 
would be seen as a moral 
victory for Mr H amil ton, 
who vigorously defended 
himself before the committee 
two weeks ago. 

“If the investigation was 
conducted again, entirely 
second-guessing Sir Gordon, 
he would find life very diffi- 
cult," said a committee 
member. “But there is cross- 
committee recognition that 
Mr Hamilton raised genuine 
concerns about evidence." 
Another said: "Mr Hamilton 
has been condemned before 
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Neil Hamilton: MPS say “serious question marts'' bang over the evidence against him 


his case has been properly 
heard or pronounced upon.” 
Sources close to Robert Shel- 
don, the Labour committee 
chairman, said there was 
“no pro-Hamilton bloc" on 
the committee, but that “sig- 
nificant doubts have been 
raised by both Tories and 
non-Tories’’. 

In the wake of Mr Hamil- 


ton's testimony, in which he 
accused Mr Fayed of illegally 
opening the Harrods 
safe-deposit box of Tiny 
Rowland, former Lonrho 
chairman and hi» rival in 
the battle to buy Harrods, 
Mr Fayed could be required 
to address the committee, 
the source said. The commi- 
tee must decide thin week 


whether Mr Fayed, who has 
denied wrongdoing, is to 
appear. 

Since Mr Hamilton's accu- 
sation against Mr Fayed, 
made wri tter parliamentary 
privilege, it has emerged 
that the matter is under 
investigation by the Organ- 
ised Crime Grcrap. a police 
special operations unit 


MoD invites tank tender from Poland 


By Alexander Nicotl, 

Defence Correspondent 

The Ministry of Defence has 
invited a Polish company to 
tender for a contract which 
could lead to manufacturing 
specialist tanks for the 
army, causing concern to 
Vickers which is making the 
Challenger 2 tank. 

Obrum has been asked to 
tender by December 10 for a 
feasibility study for the 
“future engineer tank”, 
which will carry bridge kits 
and obstacle-removing 
equipment. This is in compe- 
tition with Vickers and GKN 
Defence, which has teamed 
with MAK of Germany. 

The winner of the study 
tender would be In a strong 
position to secure the even- 


The Commons defence select 
committee yesterday called 
for the government’s strate- 
gic defence review not to 
undermine spending levels. 
Uazn Halligan writes. 

The call came from Bruce 
George, committee chair- 
man and a senior Labour 
MP. ahead of a two-day 
debate on the defence 


review, which gets under 
way today in parliament. 

“Restructuring our 
defences for the 21st century 
will require investment, and 
spending is currently at Its 
baseline,” said Mr George. 

As a Gallup opinion poll 
yesterday suggested 59 per 
cent of Britons believed the 
country would be more 


secure without nuclear 
weapons, George Robertson, 
defence secretary, said the 
UK needed “the insurance 
policy which defence repre- 
sents”, He is under pressure 
to find savings in Britain’s 
£22bn defence budget But 
he will today stress the 
review is driven by foreign 
policy, not the Treasury. 


tual manufacturing contract 
The government bas made 
clear it wants to forge a 
close relationship with 
Poland, which is due to join 
Nato in 1999. British troops 
recently exercised there and 
visits by George Robertson, 
defence secretary, and John 
Reid, armed forces minister, 
over the past two months 


underline the government’s 
view of Poland as a poten- 
tially strong ally in eastern 
Europe. 

Sir Colin Chandler, Vick- 
ers chairman, said: “When 
British industry needs to be 
at its strongest, as we enter 
the rationalisation of the 
European defence Industry, 
It seems strange that the 


government is not taking 
every opportunity to 
strengthen British industry." 

Vickers executives and 
trade unions are worried 
about production gaps' at the 
company's Newcastle and 
Leeds factories after it has 
finish ed making Challenger 
2 tanks for the British army. 
Other orders for which Vick- 


ers is competing are still 
some way off. They have 
raised file tender Invitations 
with local MPs. 

• The Ministry of Defence 
said Obrum had expressed 
an . interest in the tender. 
The competition for the fea- 
sibility study was in keeping 
with its quest for “vatae-fbr- 
money solutions”, and would . 
ensure that it had the widest 
range of opticas.. Including 
foreign companies in such 
competitions: was normal, 
the MoD said. 

7 Tickers believes that amice 
the army will he using its 
Challenger 2 tanks, it would 
make little sense for the 
engineer tank chassis to be a 
different model, requiring 
different training, mainte- 
nance and spare parts. 


Minister 
appears 
flexible 
on trial of 
Libyans 

The government last night 
gave the first indications 
that it might be prepared to 
see the trial of the two Liby- 
ans accused of the Lockerbie 
bombing take place outside 
Scotland or the US. 

Robin Cook, the foreign 
secretary, said he “would 
not totally rule out” such a 
move although there were 
“formidable obstacles" pre- 
venting a trial in a third 
country. 

Earlier, Tony Blair had 
turned down a plea from 
Nelson Mandela,, the South 
African president,' to drop 
the UK's opposition to a 
third country triaL . 

The prime minister said 
Britain continued to believe 
the trial should be held in 
Scotland and that the 
accused would get a fair trial 
in spite of the huge publicity 
that followed the bombing of 
tiie panAm jet in 1988. 

But Mr Mandela expressed 
“grave concern" that a trial 
in which a country was 
“complainant, the prosecu- 
tor and the judge at the 
same time". He added: “Jus- 
tice cannot --be done in that 
situation." 

Mr Mandela’s call for a 
third party trial is backed by 
the Libyan government the 
Organisation of African 
Unity and the Arab League. 
But the UK government con- 
tinues to side with Washing- 
ton which has insisted the 
trial take place either in the 
US or Scotland. UK minis- 
ters point out that a third 
party trial would require the 
agreement of the US which 
holds much of the key evi- 
dence. 

Britain's refusal to accept 
a third country trial was yes- 
terday strongly attacked by 
representatives of the 
Lodterbie victims’ families. 

Mr Jim Swire, spokesman 
for the UK families which 
back a third country trial, 
said a trial in Scotland was 
“simply not achievable” and 
the - government's position 
was “poisoning our coun- 
try’s reputation abroad”. But 
he later expressed encour- 
agement after his first meet- 
ing with Mr Cot*. 

.At a press conference . in 
Edinburgh,' Professor Bob 
Black, professor of Scots’ 
law at the University of 
Edinburgh, laid out ' his pro- 
posal for a third country 
trial in front of a panel of 
judges rattier than a jury. 
The Foreign Office said the 
lack of a jury was one of the 
government’s worries about 
a third country trial which 
would also require a change 
in Scottish law. Prof Black 
saicL tbds would be a simple 
amendment which could be 
pushed through parliament 
quickly. 


Scheme to warn drivers of town congestion 


By Charles Batchelor, 

Transport Correspondent 

Seventy UK towns could have 
computerised traffic management 
systems informing drivers of con- 
gestion and parking conditions 
under a programme to be piloted 
in Winchester, Hampshire, 
southern England in January. 

Roadside sensors will monitor 
congestion and radio beacons will 
transmit the information, includ- 


ing details of park-and-ride ser- 
vices, to motorists through in-car 
receivers or on variable message 
road signs. 

The project, the most ambitious 
scheme to manage traffic in towns, 
is the idea of Trafficmaster, a 
listed company that supplies in-car 
traffic information to subscribers. 

The company has a nationwide 
network of sensors an motorways, 
now being extended to main roads, 
that measure traffic speeds and 


detect jams. Subscribers get the 
information via a small screen on 
the dashboard showing a map of 
congestion, or by voice cm a radio 
receiver. 

However, to make the informa- 
tion available to more motorists 
travelling into towns involved in 
this scheme, Trafficmaster wiU use 
roadside signs and a dedicated car 
phone line. 

Trafficmaster and Hampshire 
county council are jointly launch- 


ing the pilot project Trafficmaster 
hopes to find commercial sponsors 
with motoring connectimis, such 
as oil companies, to' run the proj- 
ect long-term and to -expand the' 
scheme to other towns. 

Trafficmaster es timate s it would 
cost £3m ($4J36m) a year -to run the 
system nationwide. - 
■ Southampton and Bristol are 
expected to follow Winchester, and 
after 18 months Trafficmaster 
hopes to have the system, installed 


in all UK cities with a population 
of 100,000 or more, said David 
MarteQ, chief executive. 

“We will be providing informa- 
tion on all modes of transport to 
help people reach their destina- 
tions. This fits into the govern- 
ment’s concept of an integrated 
transport network.” 

The sebenm would extend into 
towns the ‘system already being 
Operated by the Highways Agency 
on motorways and mate roads. 


Traffic controls help 
drivers out of a jam 

Better road management is freeing-up network 


On the move 


I ncreasingly sophisti- 
cated traffic manage- 
ment systems are being 
employed to allow drivers to 
avoid congestion and to give 
priority to buses on Britain’s 
crowded road network. 

With the roadbuilding bud- 
get sharply cut and official 
estimates predicting traffic 
growth of up to 51 per cent 
by 2016, there Is growing 
pressure on politicians and 
transport officials to make 
more efficient use of the 
existing network. Manage- 
ment systems can increase 
the capacity of a road by up 
to one third. “We are posi- 
tioning ourselves away from 
being a roadbuilder to 
becoming a network man- 
ager and controller," says 
Lawrie Haynes, chief execu- 
tive of the UK Highways 
Agency, responsible for the 
trunk road network. 

Now, travellers who go by 
bos or coach to Heathrow 
airport not only enjoy the 
convenience of the first bns 


lane on a British motorway: 
when they reach the airport 
the traffic lights are pro- 
grammed to allow public 
transport vehicles through 
first. In Edinburgh. Scotland, 
the 800 bases run by local 
operators carry devices to 
trigger traffic lights at 57 
points in the city. The proj- 
ect is expected to improve 
bus journey times by up to 
10 per cent 

Although traffic planners 
are increasingly seeking to 
keep private motorists out of 
town centres, they are also 
working to make urban driv- 
ing more efficient. 

Seven European cities are 
involved in a programme 
designed to apply traffic 
management systems to 
their specific problems. 

In Southampton, southern 
England, the availability of 
spaces in 13 car parks is 
monitored and passed on to 
motorists by 17 information 
signs. The car parks are 
grouped in three colour 



coded zones to help drivers 
Identify the nearest 

In Piraeus, Greece, mes- 
sage signs inform drivers in 
advance of congestion, while 
traffic light sequences are 
being modified to respond 
more rapidly to traffic flows. 

More ambitious systems 
are coming into use on the 
UK motorway network. 

For the past 18 months 
traffic between London and 
the Midlands has been 
directed from two police con- 
trol centres. They operate 82 
variable message signs on 
the four main routes avail- 
able. If any of the routes are 
blocked the police can direct 
motorists to an alternative. 

On the south-west section 
of the M25 London orbital 
motorway, sensors detect 
the build-up of heavy traffic 
and automatically trigger 
signs directing drivers to cut 
speeds to GOmph or SOmph. 

The economic payback 
from these systems is consid- 
erable. The lower speed lim- 



its reduce stop-start driving 
and lane switching nnfl lead 
to faster journeys. In the 
first 18 months of operation 
on the M25 they reduced 
accidents by 28 per cent and 
boosted motorway capacity 
by 4-5 per cent 
The M25 controls cost 
£L2m to install, compared 
with £l4m to build a mfle of 
motorway. But the problem 


for policymakers is generat- 
ing a financial return, from 
such controls which could be 
used .to fund their more, 
widespread use. . 

This fun ding - gap fcas- 
forced, the government ' to 
reconsider plans to we the 
private sector- to finance traf- 
fic control centres r for the 
-English trunk road network. . 
The motoring organisations/ /. 


suppliers mid telecommuni- 
cations groups :which wore 
expected • to provide the 
mnney.have said the scheme 
is- not viable. 

The answer could be elec- 
tromc road tolls ^ an option 
the government is reviewing 
m pre^tion for a tranS 
part white paper. 

Batchelor 
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One of the largest agribusiness companies in the 
world. A multimillion-dollar export deal at stake. 

The Bunge Group required structured 
long-term US$ financing for its subsidiary, Santista 
Alimentos S.A., one of Brazil’s largest food 
companies. The deal was underway, its year-end 
deadline critical. But late in November, an impasse. 

Risk containment for the vast number of 
Santista’s import clients - plus the exacting 
government approvals needed for the dollar 
financing - threatened to take more time than the 
project had left 

That's when Dresdner Kleinwort Benson 


stepped in. Our innovative approach restructured 
the deal around the excellent credit rating of a single 
U.S. importer rather than the many global entities. 
And we kept in close touch with Brazilian regulatory 
authorities all through December. 

Persistence paid oft .We got approvals and 
funded the deal on the same day - the last business 
day of the year. 

The lesson is simple: The best way to start a 
project is to find a partner who can help you finish it 
A partner like Dresdner Kleinwort Benson. 

What innovative global thinking can we bring 
to your business? Call David Kubie at 212 429-2240. 


O Dresdner Kleinwort Benson 

|he mark-UnB name associated wiih the global investment banking operations of Dresdner Bank AG and He subsidiaries. Issued m me UK by Kleinwort Benson L.m.ted, regulated by the SFA 

Dresdner Klelnwon Benson 18 
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THIS WEEK 


A nother week in Japan 
-and another set of busi- 
ness scandals. In the last 
few months, corporate 
Japan has watched as Dai-lchi 
Kangyo Bank. Nomura, Yam- 
aichi, Daiwa and Nikko became 
ensnared in scandals over 
sokaiya racketeers. 

Then last week, Mitsubishi 
Motors and Mitsubishi Electric 
fell into the scandal spotlight. 
The police swooped on the com- 
panies. amid allegations that the 
groups had been paying "hush 
money” to racketeers. 

The apparent blackmail of the 
companies had all the hallmarks 
of classic sokaiya operations The 
only novelty was that instead of 
using cash, the companies bad 
allegedly made phantom reserva- 
tions to stay at a seaside guest 
house run by a sokaiya group. 

All this looks bizarre to west- 
ern eyes. The latest scandals 
have left the roll call of sokaiya- 
tainted Japanese businessmen 
reading rather like a Who's Who 
of the country's finan cial world. 
At last count, more than a dozen 


How to harness Japan’s racketeers 


Japanese executives had been 
arrested, and about 60 resigned. 

But the bigger puzzle is what, 
if anything, can Japan do about 
this endless tide of sokaiya 
sleaze? 

Would arresting the sokaiya in 
droves work? Can Japan really 
lock up senior corporate figures? 
Or should the country, as one 
western banker quipped in a con- 
versation recently, be taking a 
whole new approach - and focus 
instead on providing a carrot, 
rather than stick to the sokaiya? 

What about a racketeer rehabil- 
itation initiative? For Japan, he 
pointed out. has a dire shortage 
of qualified fund managers. So 
why not encourage sokaiya to 
use their skills in a legitimate 
way as western-style institutional 
investors? 

The idea was a joke. But as a 
flight of fancy it has a strangely 
seductive logic. For as the scan- 
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Tokyo: is there any 
swift, acceptable 
way to turn the 
tide of sokaiya 
scandals? asks 
Gillian Tett 


dais bubble on, it is clearer by 
the day that the existence of the 
sokaiya - and the shortage of 
western-style money managers in 
Japan - are two sides of the 
same, problematic coin. 

The sokaiya emerged in the 
1950s and 1960s. when some of 
Japan's existing yaleuza gang- 
sters discovered that they could 


develop a lucrative new business 
niche by offering their services to 
companies. 

Although the companies paid 
Up service to Anglo-Saxon corpo- 
rate rituals, such as annual gen- 
eral meetings, most regarded 
shareholders with deep disdain 
Consequently, on the rare occa- 
sions when shareholders threat- 
ened to cause problems, compa- 
nies learned to silence than by 
hiring the gangsters. 

However the sokaiya then 
started to demand regular pay- 
ments in exchange for not reveal- 
ing embarrassing information 
about the companies themselves. 

By the early 1980s. thetr pres- 
ence was so endemic that the 
government declared that 
sokaiya payments were illegal. 

That appears to have changed 
their style. Police say fewer than 
1.000 are operating now, com- 
pared to several thousand before 


1982. And whereas sokaiya -.used 
to be small-time thugs, 'many 
have become more sophisticated. 

They are still violenEBut some 
are also financial experts; they 
gain their “embarrassing” infor- 
mation about corporate affairs by 
poring through ' company 
accounts and financial state-, 
meats. 

That is where the' .outrageous 
food manager idea comes in. The 
type of “embarrassing” financial 
questions that sokaiya can 
threaten companies with, are 
often little different from the 
issues that any Anglo-Saxon 
institutional Investor would 
raise. However, the problem Is 
that in Japan there is a. distinct 
lack of this type of independent 
institutional investor. 

This implies that if Japan did 
ever move towards a western 
shareholder culture, then the 
power of tiie sokaiya would dis- 


appear. So if -Japan did ever want 
to find a pool of individuals who 
could be turned into Indepen- 
dent, aggressive western-style 
investors, the sokaiya bright r 
possibly - part of a. head- 

hunters' brief. 

After all. some aireadyhave a 
grasp of corporate affairs and bal- 
ance sheets that ' Is better than 
many Japanese company offi- 
cials. according to some police 
officials. 

Could the idea even fly? Not 
before pigs did. The sheer con- 
cept would sound appallingly dis- 
tasteful to most Japanese;- par- 
ticularly those who had fallen 
victim to sokaiya violence. 

And the' theory runs into, 
another fundamental problem: in 
Japan, at present crime is often 
mare lucrative than being a legit-, 
lioate money manager. Fund 
managers at Japanese com pa nies 
are generally paid much, less 


fl-mfi western rates. 

So- where does this- leave the 
government? For the moment, 
pushing ahead. The police have 
now warned that some 20 other 
-leading .Companies are also 
embroiled in the Mitsubishi 
affair. Behind the scenes, the 
authorities are stepping up pres- 
sure' pn -other groups to come 
dean about their sokaiya links- 

However, these approaches are 
uhHkely to be entirely successful 
The corporate humiliatiom have 
sent a powerful message to the 
rest of corporate Japan, and 
many companies are quietly con- 
ducting Intensive internal discus- 
sions about how they can sever 
sokaiya links. . 

-But. cutting ties -remains for 
some, companies a distinctly 
risky 'affair. 

So Mitsubishi might be the lat- 
est company to. have been 
accused of sokaiya links. But it 
will- certainly not be the last - 
not. at least, until Japan imple- 
ments a change in corporate cul- 
ture almost as. radical as any 
sokaiya rehabilitation theory - 


T odav's opening of Micro 
Compact Car's plant at 
H amh anh in France has 
attracted an impressive 
list of guests. Germany’s Helmut 
Kohl and France's Jacques Chi- 
rac will be there to cut the ribbon 
at the joint venture between Mer- 
cedes-Benz and Switzerland’s 
SMH watches group. 

But likely as not the TV cam- 
eras will be more interested in 
the cigar-puffing Nicolas Hayek, 
a shon rotund figure with a pen- 
chant for wearing up to half a 
dozen wrist watches at a time. 

Mr Hayek, born in Beirut 
nearly 70 years ago. is Switzer- 
land's best-known business hero 
and an inveterate showman. He 
loves to rub shoulders with heads 
of state, business figures like 
Fiat's Gi anni Agnelli, and super- 
models such as Cindy Crawford. 
He tried to recruit a Swiss astro- 
naut to be a director of SMH. the 
world's biggest watchmaker. 

How he will Care in the motor 
industry is uncertain. MCC was 
created to build the Smart, a 
diminutive 2.5-metre two-seater, 
which its backers claim will revo- 
lutionise urban mobility. 

The project’s origins lie in the 
Swatchmobile. the urban car ven- 
ture Mr Hayek devised and sold 
to Volkswagen, Europe's biggest 
carmaker. When VWs new boss, 
Ferdinand PiSch, axed the proj- 
ect. Mr Hayek found a new part- 
ner in Mercedes-Benz. 

Mr Hayek says Mr Piech’s hos- 
tility was based on distrust for 
any vehicle not devised by an 
automotive engineer. But Mr 
Hayek is a successful engineer. 

Hayek Engineering, the Zurich- 
based consultancy he still heads, 
has an impressive roster of cus- 
tomers. including Daimler-Benz, 
VW. BMW, US Steel. Digital 
Equipment and Nestle. 

However, Mr Hayek made his 
name in the 1980s not as an engi- 
neer. but as a businessman. He 
was hired to rescue the Swiss 
watch industry and launched 
SMH’s fabulously successful, low 
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cost, quality Swatch brand which 
saw off the Japanese competition. 

Time is marching on for Mr 
Hayek, the man the Swiss call 
the Uhrenkdnig (Watch King). 
Other Swiss business giants, 
such as Nestle s Helmut Maucher 
and Roche's Fritz Gerber, have 
brought in younger men as chief 
executive. By contrast, SMH has 
lost much of its sparkle. Profits 
remain well below their 1993 
peak (as does the share price) 
and there is increasing concern 
about management succession. 

Mr Hayek has no intention of 
bowing out. SMH's managing 
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board “refuses to let me go - 
they love me here,” he says. 

One decision occupying a large 
amount of Hayek’s time is MCC. 
It Is not SMH's first diversifica- 
tion - SMH and Siemens make 
cordless phones - but it is the 
the most expensive and dramatic. 

Mr Hayek has always been an 
outsider, even in Switzerland, his 
adopted home. “My whole life 
has been spent swimming against 
the tide. When we launched the 
Swatch everybody said we would 
never sell more than 100,000. We 
have already sold more than 
250m. It’s a question of market- 


F ew US politicians or ecu 
nomic commentators 
can resist the temptation 
to pour plentiful 
amounts of scorn on the perfor 
mance of the European economy 
in the last decade. 

Their favourite target is the 
labour market This summer, as 
unemployment in Germany 
reached a postwar high, it fell to 
a 24-year low in the US. 

Why is it that the US economy 
has created 12m jobs in the last 
five years, while the continental 
Europeans have produced almost 
no net increase in jobs during 
the same period? 

The answer, it has become 
almost axiomatic to say. is that 
the labour market in the US is 
much more flexible than that in 
Europe. 

The combination of high levels 
of social insurance pro grams, 
such as unemployment and 
bousing benefits, relatively pow- 
erful trade unions, and high lev- 
els of minimum wages, means 
that European workers are not 
priced into jobs through lower 
real wages; and prodaces a semi- 
permanent army of unemployed. 

In the US, with minimal social 
protection, weak unions, and a 
low minimum wage, inequalities 
may be greater, but at least 
those who want to work have 
jobs. 

Paul Krugman. professor of 
economics at Massachusetts 
Institute of Technology' notes 
that many observers have con 
eluded that “growing US 
inequality and growing Euro- 
pean unemployment are differ 
ent sides of the same coin." 

The axiom has become so uni 
versally accepted that even 
European politicians now rou- 
tinely call for the introduction of 



mg," he says. 

Mr Hayek’s Swatch message is 
the key to understanding his 
belief that there is a huge untap- 
ped demand for the Smart, in 
spite of scepticism. Swatch is one 
of the world's 30 best-known 
brands. 

He bas no qualms about allow- 
ing Swatch's marketing know- 
how to be harnessed selling an 
eco-friendly vehicle which would 
fight urban traffic congestion. 
“We have to do something, we 
are destroying the world's ozone 
layer." he says. 

He also believes Europe’s car 
makers have to follow SMH’s 
example and conquer the low- 
priced car market to survive. 

So what does SMH bring to the 
plastic-panelled Smart? Outsiders 
point to the marketing skills 
which have led to queues outside 
Swatch showrooms whenever a 
model comes out 

Mr Hayek. however, focuses on 
leadership in highly specialised 
low-power electronics. Such tech- 
nology will be essential for a 
future hybrid version of the 
Smart, to be called Swatchmo- 
bile, in which an internal com- 
bustion engine will generate elec- 
tricity to drive tiny motors on 
each wheel. 

In a complex deal in August, 
Mercedes-Benz raised its stake in 
MCC from 51 to 81 per cent In 
return, Mr Hayek gained control 
of the MCC subsidiary behind the 
hybrid version. 

Mr Hayek stresses the hybrid 
car is a team effort "I am not the 
inventor of this car. but without 
SMH it would never have been 
built and not the way it is now." 

What of critics who say MCC 
will never sell the 200,000 cars to 
be built each year? *T have driven 
the car very many times and if 
we market it properly we should 
be able to sell 200.000 a year,” he 
says. 

William Hall and 
Haig Simonian 


The World Health Organisation is warning that 
TB Is virtually out of control In parts of the 
world. Why? I thought the disease was nearly 
eradicated. 

It uxts almost eradicated, thank* to Sir Alexander 
Fleming's p enicillin and all those antibiotics that 
have been invented during the last 50 years. The 
trouble is the “almost" is not winngh. Any TB 
bacteria that survive a heavy dose of antibiotics 
are going to be the toughest ones. Furthermore, 
these bacteria will be the founders of a new 
dynasty of particularly unpleasant superbugs. 

It's a case of survival of the fittest? 

From tiie TB bacteria’s point of view, yes. And it 
was this theory - plus the apparent spread of TB 
in some parts of the world - which led the World 
Health Organisation to start a three-year investi- 
gation into the disease in 1994. Its results ware 
published last week. They made uncomfortable 
reading. The WHO found "hot zones" where TB is 
resistant to antibiotics. They include India, Rus- 
sia, Latvia, Estonia, the Do minican Republic, 
Argentina mid the Ivory Coast “People are nearly 
helpless to protect themselves from drug-resistant . 
strains of the disease” in these areas, said WHO. 

So minima could die, not only those who live 
there, but tourists and business travellers too? . 

It is serious, but not necessarily fatal: only a 
small proportion of the TB bacteria even in the 
hot spots are drug-resistant. And if you are rich 
enough, you can afford to buy more unusual and 
expensive antibiotics that are still effective 

Surely it’s only a matter of time before the bugs 
become resistant to these antibiotics too. Are you 
saying that it’s all the fault of the antibiotics 
themselves? 

The real problem according to WHO is bad prac- 
tices by doctors and patients. In many parts of the 
world, doctors simply prescribe too many antibiot- 
ics. Some prescribe antibiotics for .colds jmd tfiu,.; 
which is pretty useless as these are viral diseases 
against which antibiotics do not work. As for the . 
patients, many do not take the drugs properly. 

Most dangerously, they will take them until 
they feel better and then stop. That is tiie worst . 
thing they could do. as they will have killed off 
only the weakest bacteria, enough to bring the 
infection under control, without killing every bug. - . 
Patients have also been known to take drugs • 
intermittently; a technique whose most interest- ' 
ing effect is to demonstrate Darwinian evolution * 
within one’s own body. 

So what does the WHO recommend? 

It wants doctors and patients to follow a code of. 
practice it calls DOTS (directly observed treat-',. 


merit, short course). That involved Jiitting the TB 
with not one but two antibiotics at the same time 
to ensure that bacteria resistant to one drug are 
knocked out by, the other. At the same time, 
patients are watched to make sure they take the 
medicine properly. - - 

Is (hat going to work? 

WHO has already tried if in some places and is 
riaiming success in preventing drug resistance in 
Algeria, Chile, Korea, Tanzania and New York 
City. 

Bat as you pointed out earlier, there’s every 
possibility that fh«^ other antibiotics will gener- 
ate t heir own drug-resistant strains of TB. In fact 
WHO last week urged pharmaceutical companies 
to develop new anti-TB drugs; specifically saying 
that it would improve the effectiveness of the 
DOTS programme. : 

■ So is the. drugs industry going to come up with 
the goodsT 

Antibiotics have been out of favour in the indus- 
try for decades because it is a better commercial 
- proposition to concentrate on diseases at present 
< incurable, like Alzheimer's disease, and upon dis- 
eases that require tiie patient to take the drug 
every day far many years, such as asthma. 

Having said that the emergence of drug-resis- 
tant strains of TB and of other bugs has tempted 
drugs companies back into researching the area. 
There are several hew antibiotics going through 
the years of clinical trials required of them by 
medical regulators. Newly launched drugs cost a 
lot of money to buy and so will not be of great use 
in poor countries. 

That sounds familiar. 

Drugs companies point out that it costs hundreds 
of millions of dollars to take a drug from research 
to the market, and someone bas to pay for that. 
Soma of them do, however, have programmes to 
.give away drugs to the poorest nations. 

Are there any other diseases running out of con- 
trol? ’ * 

You name it. Malaria is possibly tire biggest single 
killer. In the world. Then there’s Aids, of course. 
it, too, seems to be coming under control in devel- 
oped countries while poorer nations cannot afford 
‘to treat people. - ' 

Is if fever going to end? 

It doesn't seem Hkely. unless you abolish evolu- 
tion and poverty. However, on rare occasions, 
diseases are defeated- Smallpox, for example, has 
been officially declared as eradicated. 


Daniel Green 


Gerard Baker - Economics Notebook 

Euro-sclerosis in focus 

In five years that saw 12m new US jobs, Europe had no net increase 


a degree of US-style flexibility 
Into their labour markets - such 
action is considered by many an 
essential prerequisite if eco- 
nomic and monetary union is 
not to result In massive social 
and economic dislocation. 

But a growing number of econ- 
omists have begun to pHaiiwig ** 
the thesis. The problem, with the 
proposition that the US labour 
market is more flexible Is essen- 
tially threefold. 

As Stephen Nickell and Brian 
Bell pointed out in an influential 
analysis last year*, the differen- 
tial performance of the US and 
European jobs markets has 
applied in the last few years at 
almost all levels of employment 

If wage rigidity were the prob- 
lem, on balance, the rate of 
growth of higher-paid highly 
skilled jobs in Europe would 
have been roughly the same as 
the rate of growth of .similar jobs 
in the US. 

It would be at the bottom end 
of the wage scale where Europe 
would have been left behind. 
But in fact, better-paying jobs 
have fared no better relative to 
the US than the low-paid jobs. 
"Euro-sclerosis” has occurred 
throughout the employment 
hierarchy. 

Bell and Nickell concluded 
that this hypothesis was “inade- 
quate". 

Second, the pattern of US jobs 
growth during the Last few 
decades seems to suggest that it 
is not especially sensitive to the 
level of the real wage. Large 
increases in the working age 
population have been relatively 
easily absorbed Into employ- 
ment. Yet that has happened 
without an obvious Impact on 
real wage levels. 

Third, the claim that European 
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labour markets, as a result of 
social or cultural conditions, 
inherently inflexible, does not 
explain why for many years, 
until the 2990s, the nn employ 
men! rate was lower in much of 
continental Europe than it was 
in the US. 

In only five of the 21 years 
between 1971 and 1996 did the 
West German unemployment 
rate exceed that of the US. It is 
possible that European jobs mar 
kets have become much more 
rigid in the last , five years, or 
that rigidities in the past mat- 
tered less for some reason, but 
there is little evidence to support 
either claim. 

The relative weakness of 
labour growth at all levels of 
employment in Europe leads to 
alternative explanations for the 
differential performance. Paul 
Krueger and JSrn-Steffen 
Pischke earlier this year 
argued** that instead of seeking 
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supply-side explanations to the 
differential labour market perfor- 
mance; we should examine 
instead the possibility that- it 
represents demand-side con- 
trasts. 

I n other words,. the rigidities 
that exist in Europe may 
not. In fact, be in the labour 
market at all. If there are 
fundamental economic condi-. 
tions that depress demand in 
product or .capital markets, these , 
could be responsible for ; the - 
weak employment growth.- . 

The authors rite: one or two 
possibilities that seem to make 
intuitive sense. The US bas well, 
developed, highly liquid, deep 
capital markets, that have, espe- 
cially in the. last decade, become 

extremely efficient at channel- 
ling capital- efficiently to. the 

right start-up businesses, which, 
have become highly successful . 
job-producers,- " : : - 


But If ; there is a shortage of 
capital for entrepreneurs, 
demand for labour becomes 
much less sensitive to the level 
of wages, since no matter how 
low wages are pushed, enirepre 
neurs will not he able to create 
business in-the first place. 

- Similarly, regulations that con 
strain output will also have the 
. effect' of lowering employment 
levels. Rigid restrictions on 
hoars of operation, planning and 
zoning, .and other regulations 
limit companies’, demand for 
labour, whatever the real wage. 

In Germany, where such coodi 
tions ‘ are far more prevalent 
than they are in the US, this 
may have contributed to slug- 
gish jobs growth. 

These arguments may be con- 
jectural, but they have a critical 
advantage over theories about 
labour market rigidities - 
namely, that they explain better 
the sharp divergence between i 
the US and. continental Europe 
during the last decade. Daring 
that period, the US cer tainly 
seems to have matte .gains rela- 
tive to Europe both in terms of 
improving the functioning of its 
capital markets , and in advan 
ring deregulation. 

. In other words,- US triumphal- 
ism about the success of its 
model maybe merited, but politi- 
cians and pundits may need to 
look again at what the strengths i 
of the US system really are. 

"Changes in the distribution of 

and unemployment in 

OECD countries, American Bco- 
namfc Review- papers and pro- 
ceedings 82. .. 

“Observations and angedtires 

"**»"■« miracle, \ 
National Bureau of Economy \ 
Sesecaxh, Working Paper 6146 . 
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Coke: is it the real thing? 


World soft drink market 
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Coca-Cola strives to rival tap water 

The company aims to add to its share of each human being's liquid intake, says Richard Tomkins 


I -Ut- English-speaking 
countries, the C on the 
kitchen tap stands for 
cold water and the H 
for hot But Coca-Cola boss 
Roberto Goizneta used to say 
he would never Test until the 
C stood for Coke. 

Ten days ago Mr Goizueta 
died without having 
achieved his ambition, but 
he had made remarkably 
strong progress towards it 
In any: of his 18 years as 
chairman and chief execu- 
tive, you might have said 
that the world had had 
about as much Coke as ft 
could take. But each year 
the volumes kept going up. 

Last year, sales volumes of 
company products - Coke, 
Diet Coke, Fanta, Sprite and 
the rest - rose by 8 per cent 
to the equivalent of 329bn 
bottles world-wide, twice the 
world-wide industry's rate of 
growth, and the company's 
share of the world -soft drink 
market reached 48 per cent 
Last week Coca-Cola's 
board appointed Douglas 
Ivester, formerly chief oper- 
ating officer, as Mr Gotzue- 
ta’s successor, but few indus- 
try observers are expecting 
other than evolutionary 
changes to a marketing 
strategy that has proved as 
successful as Coca-Cola's. 

That strategy rests on the 
unshakeable belief that 


there is no such thing as a 
mature market or, to put it 
another way, that the world 
offers a virtually infinite 
opportunity for growth. 

“It may sound incongru- 
ous from one of the world's 
most valuable companies, 
about to celebrate its lllth 
birthday, ** Mr Goizueta said 
in this year's annual report 
"But truly, toe are Just get- 
ting started . " 

He emphasised the point 
with a statistic. The average 
person requires an intake of 
64 ounces of liquid per day, 
but around the world Coca- 
Cola supplies less than 2 
ounces per person per day. 
"We remain resolutely 
focussed on going after the 
other 62," Mr Goizueta said. 

For Mr Goizueta. it was 
irrelevant that Coca-Cola 
already had nearly half the 
world’s soft drink market 
Instead, he said, Coca-Cola 
was focussed on expanding 
its share of every human 
being's liquid intake. 

“In some cases, that 
means fairing on other inter- 
national soft drink compa- 
nies. In other cases, indige- 
nous beverages are our 
biggest contenders. When it 
comes to availability and 
accessibility, however, only 
one beverage is our true 
rival; tap water." 

In pursuing Mr Goizueta’s 


ambition of replacing water 
with Coca-Cola, Mr Ivester 
starts with the advantage 
that the company’s biggest- 
selling product seems to 
have almost universal 
appeal. In spite of worries 
that Coke would not be 
accepted in societies with 
strongly entrenched prefer- 
ences for other drinks, it out- 
sells the leading tea in 
Britain, the leading bottled 
water in France, and the 
leading coffee in Brazil. 

After ill years of advertis- 
ing, it also boasts the advan- 
tages of being the world’s 
best-known brand namg and 
the world's best-known 
expression after “okay". 

Name recognition. Coca- 
Cola says, gives the com- 
pany the opportunity to 
make its case, but it is down 
to the company itself to 
make that case relevant and 
compelling. 

Years ago, advertising 
might have been seen as the 
best way to achieve that 
objective. Indeed, in 1971. 
Coca-Cola came up with one 
of the most memorable com- 
mercials ever made when it 
put a multi-ethnic crowd of 
200 youngsters on a hilltop 
in Italy and conducted them 
in a rendition of Td like to 
teach the world to sing." 

The advertisement suc- 
ceeded in emphasising the 


global appeal of Coca-Cola, 
and gave a lot of people a 
sentimental glow. But Mr 
Goizueta grumbled that it 
never sold much Coke, and 
when he became c hai r*™ n 
and chief executive in 1981, 
he started putting more 
emphasis on distribution. 

The idea was simple 
enough. Coke was already 
appealing and affordable, so 
if it could only be placed 
“within an arm's reach of 
desire”, as the company put 
it, the product would sell. 
But the emphasis gradually 
changed to a much more 
aggressive goal of achieving 
"pervasive penetration” in 
the marketplace: in other 
words, making Coca-Cola so 
ubiquitous that, however 
hard you tried, you could 
barely avoid it 

C oca-Cola's distribu- 
tion machine is 
probably the most 
powerful and per- 
vasive on the planet Its bot- 
tling partners - the compa- 
nies that buy soft drink 
concentrate from Coca-Cola 
and mix it with water before 
bottling or canning it for 
local markets - deploy a 
fleet of more than 180,000 
delivery vehicles and service 
more than 6.6m vending 
machines, coolers and dis- 
pensers. 


Recently Mr Goizueta and 
Mr Ivester adopted a strat- 
egy of further strengthening 
distribution by buying Coca- 
Cola's smaller bottlers, 
investing in them to get 
them into better shape, then 
selling them to bigger and 
more powerful “anchor" bot- 
tlers set up on a regional 
basis. These anchor bottlers 
have the management 
financial resources to match 
Coca-Cola's growth targets. 

Another sign of Coca- 
Cola's aggressiveness has 
been its attempts to shove 
other companies aside. In 
June it tried to push Cad- 
bury Schweppes's drinks out 
of thousands of McDonald's 
fast-food outlets in the US by 
offering McDonald's fran- 
chisees gifts of up to 600 gal- 
lons of free soft-drink syrup 
if they would serve only 
Coca-Cola products in their 
restaurants. 

The advertising has 
changed, too. The problem 
with single- theme advertis- 
ing, the company decided, 
was that by talking to every- 
one at once, it reached 
nobody very effectively. So 
four years ago Coca-Cola 
replaced single-theme adver- 
tising with the "Always 
Coca-Cola" campaign, the 
most notable feature of 
which is its sheer diversity. 
It comprises a portfolio of 


commercials aimed at a dif- 
ferent audiences, from teen- 
agers to pensioners. 

There has also been a big- 
ger emphasis on other 
aspects of marketing. Coca- 
Cola has been di ff p rnn riattn g 
Coke from other colas by 
trading on its famous "con- 
tour" bottle trademark, ach- 
ieving surprisingly large 
increases in sales by using 
the shape for its plastic 
Coca-Cola bottles. It is now 
looking for new ways to 
exploit its powerful associa- 
tion with the colour red and 
its famous logo.' 

John Slcher. editor of Bev- 
erage Digest, an industry 
newsletter, says Coca-Cola’s 
strategy represents “an ele- 
gant fusion of marketing and 
distribution". The strategy, 
he says, was forged by Mr 
Goizueta in conjunction with 
Mr Ivester. and be foresees a 
seamless transition from the 
one chairman and chief exec- 
utive to the next 

Mark Cohen, an analyst at 
Goldman Sachs, agrees. 
"You don't have a company 
that is suffering from poor 
positioning either of Its 
brands, its systems, its 
people .."he says. “If you 
are taking over leadership of 
a company that’s in that 
position, I think you have to 
be extremely careful not to 
change things too much.” 


Personal View • David Thomas 

A revolution 
in television 
broadcasting 



Television's 
equivalent of 
the desktop 
l'_ publishing 
i revolution 
■ that swept 


through the UK newspaper 
and printing industry a 
decade ago has still to take 
place. But (me product dem- 
onstrated in Europe this 
autumn may prove signifi- 
cant 

Trinity is a PC-based 
device costing less than 
$5,000 (£3,086). Its manufac- 
turer, Play Inc of California. 
dawns it will do all the cut- 
ting. mixing, editing and spe- 
cial effects to turn raw foot- 
age into broadcast quality 
programmes. , 

Most television post-pro- 
duction work is already 
based on fairly standard PCs 
but full-broadcast quality 
still comes at a price only 
facilities houses and the 
largest producers can afford. 
Play Inc Hahn that by using 
a new chip set it has pro- 
duced a device that, despite 
its low price, can handle the 
D1 digital format without 
compromising quality. 

If Trinity can handle Dl 
successfully and do every- 
thing else claimed for it then 
even small producers would 
be able to own production 
facilities. 

Trinity has been demon- 
strated at various trade 
shows and is now expected 
to pntw the European mar- 
ket early next year. To be 
accepted it will have to 
prove in the field that it is 
reliable and robust enough 
for live television and that 
its picture quality is accept- 
able to broadcasters. 

That Is the problem. 
Broadcast quality is not a 
defined standard but an 
understanding of the normal 
quality produced by stan- 
dard broadcast industry 
equipment. 

In Britain, standards for 
commercial television are 
set by the Independent Tele- 
vision Commission. The 
ITC’s attitude, according to 


Greg Bensberg, the commis- 
sion’s head of engineering 
policy, is that for most main- 
stream programmes produo 
ers should continue to use 
“professional” broadcast 
equipment, a definition 
which would not normally 
include £2.000 consumer 
camcorders. 

But low-cost digital pro- 
duction does more than save 
money. It can also break 
down the traditional division 
between those who write, 
conceive and direct televi- 
sion programmes and the 
cameramen, recordists and 
picture editors who operate 
the equipment 

This division, familiar to 
anyone who worked in the 
pre-DTP world of newspa- 
pers and magazines, is still 
normal in television. 
Although publishers faced 
opposition to their digital 
revolution, they never had to 
satisfy a government regula- 
tor that they were using 
approved typesetting meth- 
ods. 

The other important arbi- 
ter of programme quality in 
Britain has taken a different 
view. The BBC is responsible 
both for the content of pro- 
grammes and their technical 
quality. 

Through policies known 
variously as Smart Produc- 
tion and Fit for Purpose, it 
has adopted the new technol- 
ogy with some enthusiasm. 
Producers have been given 
support and training and 
encouraged to explore alter- 
natives to traditional pro- 
duction methods and a series 
of pilot projects have been 
funded. 

What low-cost PC-based 
devices make possible is an 
alternative approach where 
individual programmes are 
made by small flexible teams 
able and willing to share 
their skills. That is a method 
of working which should 
open television up to 
new people and new 
ideas. 

David Thomas is a free 
lance television producer 


Charities rethink tactics 

Softly-softly has been replaced by expertise, says Meg Carter 


C ompetition among the UK's 
192,000 charities and from 
the National Lottery is tak- 
ing its tolL Public giving to 
charities has fallen by 12 per cent 
since 1993. according to the National 
Council for Voluntary Organisations. 

Although milli ons have given to the 
Diana, Princess of Wales Memorial 
Fund, other charities are feeling the 
squeeze -and are turning in greater 
numbers to marketing and branding. 

"The type of people working In char- 
ities has changed significantly since 
the early 1990s,” says Rowena Bart- 
lett, a director of the Haven Trust, a 
breast cancer charity to launched this 
month. 

Many marketers made redundant in 
the recession provided expertise on 
which charities could draw, she says. 

Charities have learned from con- 
sumer' branding and marketing. "We 
are now seeing a growing number of 
ince n tiv e schemes, loyalty promotions 
and ; even products and services 


designed specifically to inspire and 
reward givers,” Ms Bartlett believes. 

Haven must differentiate itself from 
the three existing breast cancer chari- 
ties. It is file only charity dedicated to 
providing support centres for breast 
cancer sufferers. That wffl be central 
to all communication, she says. 

“We can’t afford a softly, softly 
approach - we have to stand out,” she 
says. Haven is launching the UK's first 
breast cancer charity credit card in 
partnership with the Bank of Scotland 
and Is considering a mail order 
service. 

“As charities have to become more 
assertive, there is a danger of compas- 
sion fatigue,” Ms Bartlett says. That 
can be countered. "People may not 
make a direct donation, but they will 
buy one product over another where 
that raises money for a good cause.” 

Such thinkin g is behind Charity 
Flowers Direct, a Dowers-by-post gift 
service launched 18 months ago by 
Age Concern, the British Heart Foun- 


dation, Help the Aged, and Imperial 
Cancer Research- Each invested money 
for a share of trading profits and 20 
per cent of orders made in their name. 

Mike Venum-Powell, a former fund- 
raising controller for the Royal British 
Legion who runs Vernon Enterprises, 
his own charity marketing consul- 
tancy, believes such schemes offer 
opportunities. 

The Royal British Legion has altered 
its logo to update its image. It offers 
insurance services and a branded 
hanidng card and has a telephone dis- 
count scheme. Poppy Card, for Remem- 
brance Day on November 9. A branded 
music CD is also planned. 

“Everyone is out there trying to tap 
public interest through direct market- 
ing, legarieg, and tr aditional tin-rat- 
tling. The only way ahead, lies in 
developing branding strategies, 
exploiting the logo and the image of 
their organisations, and forming com- 
mercial partnerships,” says Mr Ver- 
nou-PowelL 


Tim Jackson • On. the Web 


Wanted: an e-mail bridge 



Electronic 
mail is a dou- 
ble-edged 
sward. On the 
one hand, it is 
a wondrously 
quick, conve- 
nient and 
cheap form of 
nicatloxu On the 
t puts people who 
it in a bind when 
mot access mail 
are expected to 
to messages in a 
jn though it is not 
wssible to hook np a 
t PC to the internet 
i the road, 
the need for a ser- 
t can bridge the new 
F e-mail and the old 
f the public phone, 
j nmn has already 
technologies that 
pails to faxes and 
sa; but most useful 
> a service that reads 
coming e-mails to 
- the phone, 
week, a company 
-Now launched pre- 
at service. It allows 
Hal a toll-free num- 
in a password, and 
rt the message sum- 
and then the full 
d out. 

r’$ basic service, 
rasts $12 (£7.40) a 
or 20 free minutes 


and then 15' cents a minute 
thereafter, is delivered by a 
piece of. software that does 

text-to- speech conversion 
and can accept telephone 
touch-tone commands. 

The company also offers 
premium services provided 
by h uman beings. For $1, an 
E-Now operator will forward 
an e-mail to a colleague or 
read text the software can- 
not handle. For $2, the oper- 
ator will send a reply dic- 
tated by you. For $3, the 
operator will fax up to three 
Tni*ramfrng messages to a des- 
tination of your Choice. 

E-Now relfos for its exis- 
tence on the fact that the 
POP3 [sic] moil protocol 
commonly used on the inter- 
net keeps incoming mes- 
sages on a server at your 
internet service provider or 
company, and allows you to 
read those messages from 
anywhere on the internet by 
entering a password. 

That makes it possible fear 
a customer to give the pass- 
word to E-Now and then to 
Esten to incoming messages 
without making special 
arrangements either before 
or after. The messages are 
left, in placeandcanbe 
downloaded after reafong to 
your computer noimauy. 

The system has a disad- 
vantage. however. Because 


the POPS protocol is not 
used by AOL or Compu- 
Serve, E-Now cannot provide 
service to users of the two 
largest providers of dial-up 
e-mail in the US. 

The Innovator behind 
E-Now is Thomas Wagner, 
84, a Californian with an 
MBA from Wharton and 
experience in both consult- 
ing and £be industrial con- 
trols market “It started, like 
a lot of things,” he 
explained, “as a service that 
I wanted to have. When you 
only have three or four min- 
utes between meetings to 
retrieve your mail, you want 
something real simple.” 

Wagner found a software 
company in the Midwest 
that had licensed a text-to- 
speech converter from Digi- 
tal Equipment Corporation, 
and had w rit ten the inter- 
face allowing e-mail to be 
retrieved over the phone. 
Wagner had to negotiate spe- 
cial pricing for national 
access across the internet 

Several ISPs have offered 
the system for some time. 
Pr emier e WorlcQink, a -com- 
pany that sells calling-card 
and value-added services, 
does e-mail-to-phone. And 
www.maii-calLcom offers a 
similar, less slickly mar- 
keted service. 

E-Now is an unusual star- 


tup. Wagner eschewed Sili- 
con Valley altogether. He is 
based in a small town sev- 
eral hundred miles farther 
south, called Ojai (as in och- 
aye, not Simpson). 

Wagner opened E-Now 
with modest funding from 
one private investor. He has 
five staff. He hired a local 
designer to do web site 
(tmoio.e4tfnD.com) and busi- 
ness cards. The plan is to 
reach 10,000 customers 
within a year. 

The software worked bet- 
ter than I expected. One 
e-mail consisted of the lyrics 
to a Beach Boys song. 
Another message was intelli- 
gible even when it said a cli- 
ent “needs to understand the 
post-installation configura- 
tion of the online interface.” 

The strategy issue Is how 
long E-Now's window will 
remain open. Reading e-mail 
on the road is getting easier 
as cellular modems foil in 
price and ISPs set up roam- 
ing services. But the rising 
tide of e-mail may itself ren- 
der the service less conve- 
nient. If you get 100 e-mails a 
day, scanning the headers 
over the phone could take 10 
minutes or more. 

But E-Now is a neat idea 
that has been well-executed. 
It deserves some success. 
^mjackson@pob(xz.com 
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MANAGEMENT 


Winning minds, 

lefi^^ons The principle of shareholder value is more 
adherent is Mick Men. attractive than its practice, says Tony Jackson 


not hearts 


T he gospel of shareholder 
value, it seems, rolls 
ever onward. Its latest 
adherent is Mick New- 
niarcli, former chief executive of 
the UK's Prudential insurance 
group, who has just been 
appointed! adviser to consultants 
Price Waterhouse on the subject. 
“There's no doubt in my mind", 
he says, “that the advance of 
shareholder value is inevitable." 

But if European companies are 
marching under the banner, it is 
unclear how far they have taken 
the teaching to their hearts. 

Another consultant. KPMG, 
has just done a survey of Euro- 
pean companies, asking what 
their motive was in launching 
takeovers or mergers.* Nearly 
half said it was to raise their 
market share. Only 2 per cent 
mentioned increasing share- 
holder value. Yet another survey, 
from PA Consulting Group, asked 
companies in the UK and Ireland 
What they thought or managing 
for shareholder value.** Almost 
all - 96 per cent - thought it a 
good thing in principle. 

Rather fewer had set up pro- 
cesses to achieve it - for 
instance, by establishing their 
cost of equity. Fewer still had 
undertaken detailed actions, such 
as ensuring all employees were 
shareholders, or getting rid of 
businesses which could be shown 
to destroy shareholder value. 

According to PA. there is a 
clear link between the level of a 
company’s commitment and the 
performance of its shares. Over a 
three-year period, those compa- 
nies which paid only lip-service 
to the principle showed an aver- 
age total shareholder return of 15 
per cent a year - a shade below 
the market overall. Companies 
which bad put processes in place, 
but had not yet taken specific 
actions, showed a return of IS per 
cent Those which had gone the 
whole hog returned 21 per cent. 

The idea that many companies 
accept the principle but dodge 
the practice is echoed at Price 
Waterhouse. Philip Wright, head 
of the Ann's shareholder value 
division, says, “If you talk to the 
people on the audit side of onr 
business, they'll say they've 
never heard of it. That's because 






they deal with corporate control- 
lers. The talk about shareholder 
value is still at board leveL 1 ’ 

The claim of the consultants is 
nothing if not ambitious: that the 
gospel of shareholder value 
should permeate all the activities 
of a business. Companies should 
delve into their most detailed 
processes and smallest business 
units, examining whether the 
cost of capita] is being recovered 
everywhere. 

This makes extra work for the 
consultants. There is also some 
evidence (see below) that rigid 
adherence to shareholder value 
can be counter-productive. 

At a less root-and-branch level, 
though, certain general themes 
are emerging. First, the consul- 
tants say, shareholder value anal- 


ysis makes it worryingly plain 
that companies are still applying 
excessive hurdle rates of return 
when contemplating investment 

Michael Donnell an of Price 
Waterhouse says “one FTSE com- 
pany Z worked with has hurdle 
rates of IS per cent and a cost of 
capital of 10 per cent When we 
probed on this, it turned out their 
rationale was that since a lot of 
projects failed, this was a kind of 
insurance. As a result, some 
excellent projects were being 
starved." 

More generally, adds Mr New- 
marcb - a former senior fluid 
manager - companies are setting 
themselves higher hurdles than 
their shareholders require. 

When it comes to broader strat- 
egy, it seems, the problem can be 


the opposite: that companies 
embrace ambitious targets with- 
out measuring their return. Steve 
Frobisher of PA Consulting says, 
“We've come across so many 
companies which say their goal 
is to double their market share in 
three years, or raise their global 
sales to X per cent of the total. 
That’s fine, except in some cases 
you might destroy shareholder 
value doing that" 

Conversely, the goals them- 
selves mi g ht he unrealistic. Mr 
Donnell an recalls working last 
year with a Japanese multina- 
tional which had declared very 
ambitious targets for world mar- 
ket share. “We ran through the 
models”, he says, “and they 
suggested that in that case, the 
share price should be double 


what it actually was. “So we 
asked the managers if they really 
thought their targets were 
achievable. They said no, not- 
really - it was just something to 
aim for.” . . 

This brings us to the final 
broad theme of. the consultants: 
that companies, will not only 
have to work out the conse- 
quences of their strategies in 
terms of shareholder value, but 
will have to disclose their find- 
ings to the investment commu- 
nity. This is not a matter of. 
inside information. Rather, it 
involves defining targets in oper- 
ational detail. 

Mr Donne Ilan gives *hp exam- 
ple of a US multinational which 
had the. stated goal of reducing., 
its cost of goods sold by 20 per 
cent over the next two years. EBs 
firm examined the consequences 
for one subsidiary, a Swiss phar- 
maceutical company. The goal 
involved cutting the level of 
inventory in half. When run. 
through the Price Waterhouse 
c ompiTtpr m ode l, this brought an 
enormous surge in the order 
backlog. The resulting slump In 
sales slashed the equity value of 
the subsidiary. . 

The point of the example, Mr 
D onneUan says, is that the big 
broking now have ErimTiar 
computing models. So when com- 
panies make grand promises, 
they will be under increasing 
pressure from brokers and fund 
managers to spell out the opera- 
tional consequences. 

It seems clear that some com- 
panies, at least, wm find this dis- 
concerting. Mr Wright of Price 
Waterhouse says “I was taUrtng 
to a finance director the other 
day who was just lack In the UK 
after three years away. 

“He . had been meeting some 
brokers' analysts, and he said 
They kept asking these curious 
questions like what’s your cost of 
capital, what's your hurdle rate 
and what’s your competitive 
advantage period? I couldn’t tell 
them'.” 

♦Colouring in the Map: KPMG, 
tel: 0171 311 1000. 

“Managing for shareholder 
value: PA Consulting Group, tel 
0171 730 9000. 


T he dangers of excessive 
zeal in value-based man- 
agement are illustrated 
by one of its earliest con- 
verts, the US electrical group 
Westinghouse. 

In 1975, when the company was 
at a low point in Its fortunes, its 
new chief executive Robert Kirby 
instituted a system known as 
Vabastram (value-based strategic 
management). 

As described in a recent book*. 
Vabastram was remarkably close 
to today’s shareholder value tech- 
niques. Each business unit had 
an equity value assigned to it 
against which the performance of 
managers was measured. The 
system was also used to evaluate 


Zeal tempered by sensitivity 

Value-based management can have many pitfalls for the unwary 


strategies, and to decide which 
businesses should be sold or 
kept on the basis of future cash 
flow. 

Over the following decade, tbe 
Westinghouse share price outper- 
formed the US market by a factor 
of three. It then went into a 
disastrous decline, from which it 
has scarcely recovered. 

The book quotes a veteran 
Westinghouse manager on what 
went wrong. “Vabastram was 
basically a Wall Street play," he 
says. “But its main internal effect 
was to force managers to take a 
very short-term view in order to 
m a ximi se their impact on stock 
value on a quarterly basis. 

“As a manager," he adds, “I 


became particularly troubled 
when we stopped being con- 
cerned about capitalising on our 
strong market positions or 
defending our leading market 
shares." 

Professor Christopher Bartlett 
of Harvard Business School, one 
of the book's authors, says 
“Vabastram was designed to 
reduce each piece of the business 
to the value it had for the stock 
price. It certainly had the effect 
of holding managers' feet to the 
lire. But those who live by the 
market die by the market" 

For a long time, he says, econo- 
mists have argued over the 
respective strengths of markets 
and companies in wealth cre- 


ation. Markets are certainly bet- 
ter at managing portfolios: how- 
ever, companies can create value 
in other ways, such as exploiting 
knowledge by spreading it 
throug h their networks. 

The danger is that by turning 
themselves into portfolio manag- 
ers, companies can end np con- 
ducting their business in sepa- 
rate compartments. ITT of the US 
and Hanson of the UK, 
both specialists in portfolio man- 
agement, have recently been bro- 
ken up. Westinghouse itself is 
selling off its manufacturing 
businesses and specialising in 
media. 

The point is not that manag in g 
for shareholder value is harmful. 


On the contrary, it can he a 
hi g hl y beneficial HiaripBiw, as it 
was for some years at . Westing- 
house. But it can be dangerous (£ 
a ruling prindpla - - - 

“The reason managers are paid 
so much,” Prof Bartlett, says, “is 
that they have to manage com- 
plexity. If you're using those 
techniques, you've got to do it 
sensitively. 

“Otherwise, if you’ve only got a 
hammer, everything starts to 
look like a nafl.” 

*The In di vi dualised Corporation, 
by Sumantra Ghoshal and Chris- 
topher A. Bartlett. 
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I t's three in the morning and 
you’re lying in bed grinding your 
teeth. Yesterday’s management 
team meeting was no different from 
usual. That was the trouble - every 
week it’s predictably awful 
The point of the meetings seems to 
be to rubbish other people’s ideas 
while avoiding being made to look a 
fool. People agree to do things, but 
by the next week it's clear they've 
done nothing or interpreted deci- 
sions to fit their own agendas. It 
isn't until the meetings are over that 
people say what they really think - 
at the coffee machine, where they 
plot how they can sabotage what 
had apparently just been agreed. 

Familiar? It’s a wearing pattern 
for those involved, says Beverley 
Stone, corporate psychologist with 
London-based consultants Nicholson 
McBride. But, even worse, such 
behaviour at management level can 
corrupt an entire company. 

"When the rest of the organisation 
sees such ego-defensive game- 
playing they feel they can perpetu- 
ate the same attitudes, values and 
behaviour throughout the organisa- 
tion, and a culture of interdepart- 
mental non-co-operation develops,” 
she says. 

The consequences, spelt out in a 
book published thin week*, can be 
that individuals become: 

• Unfocused, spending their energy 
on getting co-operation from other 
game-players inside the organisa- 
tion. rather than focusing on achiev- 
ing customer satisfaction 
• Time- wasting; as they discuss the 
latest consequence of corporate poli- 
ticking with co-sufferers 
• Embattled, forming gangs with 
like-minded individuals to fight 
“enemy” departments 
• Demoralised, The saboteurs, she 
argues, were demoralised in the first 
place, otherwise they would not 


have felt the need to play games. 
Eventually those on the receiving 
end feel isolated and unsupported, so 
they also become demoralised 
• Revengeful, or withdrawn, spend- 
ing time and energy on plotting how 
to get hack at tbe saboteurs. 

Some organisations have 
attempted to break this cycle with 
change programmes and workshops 
intended to bufld a culture of trust 
and co-operation. But, says Ms 
Stone, “The team spirit and resolu- 
tions made in most residential work- 
shops are like a drop of ink in a hath 
- very clear and concentrated tbe 
following. Monday morning bat 
within days they dissipate until they 
can no longer be seen”. For once 
back in the old environment, the 
pressures of work and gameplaying 
contaminate the good intentions. 

Such experiences are worse than 
not raising expectations In the first 


place, she nxgoes. “They , only go to 
reinforce the suspicion that nothing 
will change, that individuals are 
powerless to make the change and 
that until senior' management com- 
mits to changing itself, organisa- 
tional life will, go on as before.”. 

But Ms Stone asserts that blaming 
those at the top is a cop-outiit is up 
to each individual at work to chal- 
lenge game playing and bad behav- 
iour. Most people keep their heads 
down because they tear retaliation, 
do not want to be disliked and have 
little faith that they can change any- 
thing; they may. even worry they 
may lose their job. she says. The 
“catastrophe fantasies” that stop 
people acting rarely, come -to pass, 
she says. “Think about the. five, ris- 
ing stars in your organisation. Are 
they conformists or do .they speak 
out and take calculated risks? Given 
it’s not going to start at the .top. 


don't waste your life waiting far 
someone to make ft safe.” 

If c h all e nging same of tbe game- 
playing that goes on among senior 
manage m en t sounds- too scary, here 
is practical examide at team level 
, to get started on. Ms Stone tells an 
everyday story of manipulation 
Involving Carol Charmers and. a 
member of her staffs Stephen Casey. 
Most people win Tie able to substi- 
tute colleagues’ names without too 
much dlfBculty - although they may 
be sceptical that changing someone’s 
behaviour is as easy as the tale sug- 
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Stephen was happy to do the inter- 
esting parte of his job hut would not 
complete his. boring tasks. On 
numerous occasions Carol con- 
fronted. Stephen about the unfin- 
ished tasks. He Would smile charm- 
ingly. apologise and promise to 
finish his work, yet he- never did. 

Carol needed to label the game 
Stephen was playing - manipulation 
- rather than talk about the uncom- 
pleted-work, says Ms Stone. “Step-, 
hen had -spent his life manipulating 
People by being charming and since 
this habitual form of behaviour had 
always worked, he was probably no 
longer conscious that he was doing 
it. She could tell him that fejt 
manipulated and didn’t like it” ' 

It doesn’t really matter what he 
says whan he is asked what can be 
■ aone because, “The purpose of the 
conversation is. to bring the game 
' °P en '" ^ says. And, asa 
result, ft would be difficult for Step- 
hen to play the same game 

Company Politics, by 
ts .P ub Usted o„ 

d&V by Macmillan Business 
. Available from FT Bookshop bu rbOi 
ing FreeCaU 0500 
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Danish group’s clean start 

Hilary Barnes looks at how ISS outsourced its management training 


TT* -t lsjMt a shortage of ‘cleaners 
vl vthat holds hack ISS tnierna- 
' l .^tioiiaL- Service Syateins, th& 
JL.large Danish-based iaterna- 
ttonal ; contract cleaning . group. 
‘'Management is our biggest bottle- 
neck, Mr Waldemar Schmidt, 
. chief -executive officer, em phagtepg 
. a gain and again. . - 

: As ISS has evolved over the past 
35 years from a- small, Danish 
domestic cleaning company into 
an* of the world’s largest, demands 
. oo . ma n a gement skills have grown 
exponentially. It is now moving 
into sophisticated; highpr- m a r g-in 
deaxdng. such as the food industry, 
hospitals and airport terminals, 
■and needs people who mri manag e 
large and complex contracts. 

To meet that need, the group tw« 
year took a new approach to man- 
agement training. Previously, 
tra in in g was largely in-house. But 
Mr Schmidt decided that a com- 
pany which lives on other compa- 
nies’ outsourced work could do 
some outsourcing of its own. 

-He turned to three professors 
from the Harvard Business School, 
Jim Hesketh. Gary Ldvement and 
Jeffrey Raypart, all specialists in 
service industries. He is looking 
towards a continuing co-operaticra 
with the American academics. 

It is not altogether a coincidence 
that the call to Harvard came after 
a .traumatic year for ISS. In 1996 
accounting irregularities and 
under-provisioning for self-insur- 
ance claims were discovered at the 
group's US subsidiary, ISS Inc. The 
group was forced to take losses of 
DKr2bn CElSOm), which mm* close 
to halving its equity capital. 

The new strategy for ISS 
requires clear visions and clear 



goals. To help clarify these the 
group’s top 50 managers were 
brought together from all over the 
world at the ISS group headquar- 
ters near Copenhagen for four days 
in May, far a course on “Achieving 
Service Breakthroughs” with the 
Harvard trio. 

Mr Schmidt says the initial 
course had three objectives: 

• To update the management in 
leading edge service management 


know-how and the relevant tools in 
strategic management. 

• To provide part of the team 
planning process for the new group 
strategy. 

• To create relationships and net- 
works. 

The course, four 12-hour days, 
plus casework to be read for the 
following day, was intensive and 
exhausting, Mr Schmidt and his 
colleagues willingly concede. 


Its basis was case studies of suc- 
cessful service industry break- 
throughs, relating mainly to US 
companies. 

The technique adopted by the 
professors was described by Colin 
Narborougb. vice president in 
charge of corporate communica- 
tions, as “quite confrontational”. 
Participants were forced to take a 
view on cases under discussion, 
typically with one teacher adopting 


Screen test gives GMAT candidates a fright 


Computer phobia has struck 
students preparing for the Ameri- 
can G raduate Managemnnt Admis- 
sions Test. 

GMAT, tiie entry test for most 
reputable business schools, has tra- 
ditionally been paper-based but 
tWa month a wwnpntpr version has. 
been introduced for candidates in 
North America and many other 
parts of the world. 

The Graduate Management 
Admission Council, which sets the 
test, noted a big surge in applica- 
tions in June - the last date for the 
old paper-based test “There was a 


fear of the unknown” says David 
Wilson, president of GMAC. 

Matt Symonds of Kaplan, one of 
the organisations which helps stu- 
dents prepare for the test, says it Is 
surprising how many candidates 
for an MBA are unfamiliar with 
keyboards. 

But feed-back from from world- 
wide testing sites suggested stu- 
dents had few problems despite 
their anxieties, says Mr Wilson. 

More worrying for students, per- 
haps. is the changed format of the 
test. Traditionally, it started with 
simple questions and progressed to 


harder ones. Students could if they 
wished quickly answer all the 
questions they found easy and then 
devote more time to the ones they 
found more difficult 

Under the new system, the com- 
puter screen displays one question 
at a time. The first is always of 
medium difficulty. The selection of 
each question thereafter is deter- 
mined by the candidate's response 
to previous questions. If a candi- 
date gets the first question right he 
goes on to something slightly 
harder, and so on. 

The test markers argue that the 


adaptive element of the test makes 
it more accurate, given that the 
computer Is assessing the candi- 
date's threshold with each ques- 
tion. A candidate’s score is based 
more on quality than quantity, 
determined by how many of the 
difficult questions he or she gets 
right. Answering the first five 
questions correctly is critical. 

In addition, fees were lost if a 
candidate was unable to sit the test 
after a booking was made. Now 
tests can be re-scheduled with no 
loss of fee. This new flexibility, 
argues Wilson, justifies the 


increase in the Tee for the test - 
which has risen from $94 (£58) to 
$160. 

• Applying to take the GMAT is 
fairly straightforward. Administra- 
tion is undertaken by the Educa- 
tional Testing Service (PO Box 
6108, Princeton. NJ 08541, USA). A 
registration form can be obtained 
from the Service, together with the 
GMAT Bulletin of Information, 
which details test centres and 
dates and gives some sample ques- 
tions. 

Lisa Wood 


» NEWS FROM 

CAMPUS 


a positive attitude and a colleague 
arguing the contrarian view - the 
good cop/bad cop routine. Work- 
shops were set up in addition to 
the main course study periods, in 
which a group of six to eight 
people could look at a case and its 
lessons. The case studies and the 
presentations which resulted from 
the groups* pooled ideas had to be 
completed under extreme time 
pressure. 

“It made you look at yourself as 
an organisation, comprising people 
from very different environments, 
who do not know each other very 
well," said Mr Narborough. “It was 
a good process for team-building. ** 

The ISS course was tailor-made 
for the group through co-operation 
between the Harvard professors 
and ISS’s human resources manag- 
ers. It focused specifically on ser- 
vice industries and companies 
which have made startling and suc- 
cessful management innovations 
and the ways in which re-thinking 
business ideas ran lead to innova- 
tion. 

This autumn foDow-up courses 
were beld to cany the process fur- 
ther into the organisation to 
involve another 50 managers. 

Later this week Mr Schmidt is 
due to present ISS’s new strategy 
plan to employees, investment ana- 
lysts and the business media. They 
will make their own judgment of 
the work done by professors Hes- 
keth, Lovement and Rayport, and 
the Ideas and interaction between 
ISS’s managers which the course 
generated. 

Meanwhile, the group is waiting 
expectantly for one of the profes- 
sors' next case studies - the case of 
ISS.. 


Wharton MBAs 
in demand 

Hie 1 997 c lass at the 
university of 
Pennsylvania's Wharton 
school broke all records for 
the business school in 
terms of job offers and 
salaries. 

Graduates for the year 
received median starting 
packages o f $130,000 
(£80,247) comprising 
starting salaries of $75400 
phis bonuses. 

Of the 764 graduates 30 
per cent were from outride 
the US. Forty-three per 
cent of the class accepted 
job offers with 
international 
responsibility and 21 per 
cent accepted positions 
outside the US. 

While cons ul tancy and . 
investment banking are 
still tiie most popular 
businesses for Wharton’s 
MBAs, .the number of 1 
graduates going into 
high-tech industries Is 
growing rapidly. 

Wharton : 

wwu3Jxfuxrum.uperm.edui 

Fair chance 
for students 

Hie UK’s Association of 
MBAs is holding its annual 
MBA fair in London on 
October 29. The fair is 
intended for wonld-be MBA 
students who want to talk 
to the schools represented 
at the event This year 
those schools include 
Harvard, Insead, MIT and 
London business school. 

7b register calk UK, 0800 
85*869 

§ Hie animal London 
Language Show win take 
place from 6 November at 
Hammersmith, in west 
London. As part of the 
event, organised by *\ 
Brintex, there will be free 
seminars run by the 
National Business 
Language Information • 
Service and the 
Department of Trade and 


Industry to help 
organisations handle 
language training within 
their companies. 

Brintex: UK (0)171 973 6*01 

Entrepreneurs 
start early 

The world’s top business 
. schools are flooded with 
postgraduate students who 
want to study courses on 
entrepreneurship. But one 
British academic believes 
the problem should be 
tackled at undergraduate 
rather than postgraduate 
level and that all students 
should be encouraged to be 
entrepreneurial. 

Bill Bolton, founder of 
Cambridge university's St 
John's Innovation Centre, 
believes university systems 
which focus on analytical . 
skills ran repress 
e n trepreneurial instincts. 
Hie argues that universities 
should establish 
entrepreneur schools to . 
stimulate these skills. 

Such a system is already 
being adapted in some 
universities in Argentina 
and Brazfl. Along with 
Dutch-born colleague 
Martijn Mugge, Mr Bolton 
will be holding a five-day 
conference in December to 
farther his ideas. 

For information: UK, (0)114 
2211815 

School dinners: 
spill the beans 

Never mind the course 
content, does your business 
school come op to scratch 
in tiie catering and 
hospitality departments? 
This is a reminder to those 
. attending business schools, 
past and present, that we 
would like to hear from 
you about the facilities at 
your chosen business 
school. Are they 
wonderfiil, are they grim 
or are yon just too busy to 
notice? 

Fax: UK (0)171 873 3950 


Information for News from Campus should be sent to 
Delta Bradshaw, FT. Number One Southwari* Bridge. London SE1 9HL 
Teh 44 171 873 4873 Fax: 44 171 B73 3950 
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Reporting 

Britain. 


The next issue will be published on 


Thursday November 20. 


Topics covered in the next 
issues: 

November 20: 
Millennium Developments, 
West Midlands & 
Northern Ireland. 

December 18: 
Devolution, Scotland & 
Cheshire. 

For further information, 
please contact: 
RuthSwanston 
Tel: +44 171 873 4281 
Fax: +44 171 873 4336 
or email: 

ruth.swanston@ft.com 

or contact your usual 

Financial Times representative 
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1997 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

It is vital that today's finance professional keep 
abreast of the latest developments. For the 
past decade ICMB has bult a solid reputation 
training executives from over 800 Institutions 
and 80 countries in the latest risk management 
techniques. A highly renowned International 
faculty assfsfe participants to build sophisticated 
skills which enables them to profit from complex 
challenges In a rapidly changing environment 


10 Rend Stulz November 3-7 

RISK MANAGEMENT TOOLS AND 
STRATEGIES 

IT David Cox November TO - 14 

QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 

12 SaHhNeftd November 17 - 22 

ADVANCED MATHEMATICS OF 
DERIVATIVE PRODUCTS 


For our detailed brochure, please contact 
Fabfeme ScagSofa or Beatrice Candoifi 

ICMB 

Av. Blanc 43 

1202 Geneva, Switzerland 
Tel: +41-22/73195 55 
Fax: +41-22/731 95 75 
htip^riiefwww.unigexh/icmb/ 
e-mail lcmb@hei.uniga.ch 
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Mcfibwt and Mafitrat AcquritioD Coapnjr (toBctba; “MedfemOlnn* 

eat end hto a definitive Ag mo* aad Pin of Merger (fa "btagfr 
Agree noT) rift Snh Anita Realty Eutopriicf, be. aad Saata Anita 
r^ w-ri f QofMjr (together “Saata Aaha’> Ufa fa hwc t inw k 
«— MaBtnnnlt fa mwod into Safa AaiU. aad farehntd ai 
of Medkrad w3I receive L2016 paired eeamea fates of Suds Anita Cot 
ewfc fan ef Medxtmt fay on b a (atfias oofange cf efnra. Upon 
nf rtm qvjyr. fa »>a»iw ug co roootion -wiD bo called Mcdilrafl 
Cttpaotuo and Msdetrcst Opening Gapaej. k » antedated tint fee 
merger vffl be effective on Member 5, 1997, ea wtdek fas, Mefanot 
A—fcnM— niiT he eattted to anfanyefair fain nfMafitratfar mured 
dm rf ModfrfaCcrpaatk* aad MdCM Opcode* Cttpeoy earns 
dock 

Pnad to fa t an of fa Final Agcacy A gnaastt gevaaiag fa 
MamtiUB iliilmdiTi ef Medk nwt, MetiM Cupantkn wffl exscste 
I andfak to esekef fa Beal Agocy tpscexUi ifadi iriB provide fat 

fa koldearf fa ooaveitibledsbcntafea will have fa right to reecho npos 

cwtnioaef thnr neaririea, L201S fare* cf Mafinat Corpontioe aad 
Mefawt Opening Conpqf stock; for cad fan ef Maditnnl fay mid 
taw been eatidad to ncene bad fay unrated fair aeoritia mmedtedy 
priortofawagcE. 


Qaarian caaecaiBg fa mager xsd fa caaveftBde dfatfnea fanM be 
(feeefed to Mktad S. Bcvaie, Senior Vice Prstidal aad Gcnoal 
Coaant, Mnfitnto, 197 Ffa Awanc, Mcetfan. Mmrhnrtti . (711)483* 
6000. 


BUSINESS AT OXFORD 


Investing in Your Future 

The Oxford Advanced Management Programme 

offers one of the most important investments in your 
executive potential that you could ever make. 

Presenting a detailed global overview of the business 
enterprise and its strategic challenges, Oxford's four- week 
AMP provides a unique opportunity to stand back and 
pursue your own learning agenda, assisted by a top class 
team of individual tutors. 

You will join a small and carefully selected peer group of 
some of the most international and high calibre senior 
executives. 

Programme by programme, a generation of business leaders 
is leaving Oxford’s AMP with skills and perspectives 
sharpened for the highest responsibilities worldwide. Join 
them in 1998. 

4-31 January; 21 June - 19 July; 27 September -25 October 



Conferences & Exhibitions 


Conference, exhibitions and seminars advertising can now be found with “The Week Ahead' page. 

To advertise, please contact: Vivenne Eka on 
Tel: +44 (0) 171 873 3507 Fax: +44 (0) 171 873 3098 


Financial Times 











14 


★ «■ 


RNANCIAL TIMES MONDAY OCTOBER 27. 


1997 


BUSINESS TRAVEL 



Travel Update * Roger Bray 


business guests wanted 


Fly in comfort 

A French jg 

devetopfogan “inteUigent 
seat" for first-class 
passengers which slowly ■ 
moulds itself to the shape of 
their bodies during the • - 
flight. Tnformgti qp 

transmitted thrcwgh sensora 
is compared with stored \ 

data to provide the optimum 
blend of camfbrt and - • 
physical subpgtL The aim is' 
to ensure thattraveGen; . - 

who sleep in awkward . .. r 
positions, dp not suffer ' y v. 
problems in vulnerable ' '. . . 
areas such as the tower - .; 
back. The technology was 
pioneered by Erguresearch • 


&(5onsuItinft aMontreal , s 
company. The manufacturer 
is Sogenna. a 1 subsidiary of 
Aerospatiale. : . ; . ' 

Sappcffonoh-sfop. 

ELM launches two new . . 
smfcesutoTapaii this week. - 
From tOmottbw it will fly. " - 
twice aweekfrom 


doubles <to Saturday. . ' , 

Passengers to domestic or ' 

EU destinations wifl now | ' rectoced l^des. 

pay £10. Those.flying further 
afield will be charged £20.' - 
TheJower rate wifl also . - 


I I • ukejy.waathef.in the leading a*** 

ok affecting the southeni : / (/ operates tiaily, nonitop.. **.- :• . ■ *** rrfltfiW 

partof the caitralAsfen • services hetweer • 

of cholera, wti^has Mttoi . The ktiar j ^ ;*« • I 


, airport to Nagoya* west o* 
Tokyo, and Sapporo, capital 
of Hokkaido. 

Tax reminder •• 

Afrpassen^dutyon ’ 
flints from UKairparts 


far! Basle, Geneva, Iceland, •• 
Norway, the Azores, the 
Balearic and Canaiy Islands; 
Corsica, the Faroe Islands; , - 
; Madeira, SardiniavSteily, - 
* the Channel Islands and . 
.Gibraltar. * 

Free breakfast X 

Forte is offering free 

continental or buffet 
breakfasts to corporate . , 
clients at 260 hotels.The ; < 
movefollows research 
which showed regular 


London link? 

New Mats have been *• 
thfc week from 
two oft-ondon's smaller 
airport ATr Rngiadlna, the 
Swiss regional carrier; has 
started flying three times a 
week from London City 
Airpo rt id V ienna via Berm 
And AZZORRAair tt . 
operating daily services 
fromiXnton .to Bergamo. 

Cholera alert 

* Outbreaks of cholera and 
hepatitis A are reported in 
Kazakhstan. Both diseases 


area around Shymkent; : 
travellers are advised to . v 

drink only bottled water 13<m» Hpal 
and to stew dear of food rare.aeai 

such dsnnpeeled Jhflior v , 
raw vegetables. 


jpfeodnceda §?■. 

;. ; A •• . . for ^easterners, 

Hi^rts be£fem $& : of coupons, vaHd . ;. | Pari* yi gj®*? 
yoaian ii a^ d/ Sb’^rv frft hflVfr - far 20 one-way fHghte . • 1 




1 jp m»qsri d ^n1kryringjflt&> : ^ 'between Londott-Gntwldc 

lauhdbhfac^ either Cdpeohagen or 

deal bdhweefir^eiWO VI* ^^gafflnrid. For traven«s to 
cotmtri^' &iarQ jurftoest lAir.f 'SSd QfwiA capital It. ooSte 

. airlin^^^re;a^€!ed f to' economy . To " ■ 

seats oh each’otiimfs ■ y^’fifltonif costs &&QQ an® 

aircrafLTbfi-fbrmernnW*^ 


24 HOURS A DAY 
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Airlines are offering live TV, gambling and video on demand, says Updesh Kapur 


B 


usiness travellers 
have always looked 
at flight frequency, 
comfortable seats, 
food quality, loyalty pro- 
grammes, safety and good 
all-round service when 
choosing which airline to fly 
with. Now airlines are 
wooing passengers with 
in-flight entertainment 

Gone are the days when 
there was only a magazine 
stowed in the seat pouch and 
a single bulkhead screen 
serving up to 100 passengers. 
Figures from the World Air- 
line RntMtainm pn t. Associa- 
tion show that total airline 
expenditure on in-flight 
entertainment and on-board 
communication has more 
than tripled over the past six 
years, from $400m in 1992 to 
Sl3bn (£800m) this year. 

Individual arm-rest televi- 
sion monitors in business 
and first-class seats on 
medium and long-haul air- 
craft are common. Stereo 
sound, noise-reduction head- 
phones and a variety of 
video and music channels 
have become part of the 
in-flight entertainment expe- 
rience. 

Some carriers are launch- 
ing products that are likely 
to become industry-standard. 
Live radio and TV broad- 
casts from ground to air, 
audio and video on demand, 
on-board gaming and elec- 
tronic shopping are already 
being tested to overcome 
technical problems. 

Singapore Airlines has 
introduced an entertainment 
system called Krisworld in 
every seat of all three cabins 


That’s in-flight 

entertainment 


of its long-haul aircraft The 
system offers 22 video chan- 
nels, of which 14 are dedi- 
cated to films, while the rest 
cover comedy, science, 
sports, news, arts and 
games. There are an addi- 
tional 12 audio channels. 

SIA is also testing interac- 
tive systems, which give pas- 
sengers greater control On 
the Singapore-Tokyo route, 
SIA is trying out audio and 
video on demand: first and 
business-class passengers 
can listen to or watch a pro- 
gramme, with pause, rewind 
and forward functions, at 
any time during the flight. 

In-flight gaming may also 
begin by the end of the year, 
with SZA planning to oflfer 
poker, blackjack and slot 
machines, as well as free PC- 
based games, all accessible 
through the seat monitors. 

There have been regula- 
tory and technical problems 
with in-flight gaming, but 
these have been resolved. 
Passengers will be able to 
place bets of up to $350 per 
credit card swiped through a 
handset, which also doubles 
as a telephone and TV con- 
trol unit, with winnings lim- 
ited to $&500- 

“It Is all about offering 
passengers choice,” says 
Yeoh Teng Kwong, SIA's 
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manager of in-flight enter- 
tainment. "Although we 
offer passengers a range of 
programming, there is a feel- 
ing they need flexibility to 
be able to do things when 
they want to." 

He adds: "The feedback we 
get from first and business- 
class passengers is that they 
want these facilities. They 
are on board for several 
hours and want to spend 
quality time, which "»«»»« 
enjoying the entertainment 
available rather than doing 
office work.” 

British Airways, which 
has also invested heavily in 


in-flight gj ptgrfgmmgn f, wiU 

probably launch an interac- 
tive product next year. As an 
interim measure, BA offers 
first and business-class pas- 
sengers a variety of pro- 
gramming, with premium- 
class travellers able to 
choose movie cassettes from 
a large on-board library. 

Electronic shopping, 
which SIA hopes to offer 
next year, is on BA's wish- 
list as is audio and video on 
demand, gaming , and hotel, 
flight and car reservation 
capabilities. 

Swissair, which this year 
became the first airline to 


introduce gaming, provides 
multi-channel videos and 
large touch-screen monitors. 
It too, is considering elec- 
tronic shopping. 

Live television and radio 
broadcasts will be the big- 
gest coup for airlines, when 
they become available over 
the next two years. Reuters, 
the news agency, already 
offers regular updates of 
general and financial news, 
which are relayed by satel- 
lite to some airlines. 

Delta Air Lines has tested 
live TV, broadcasting news, 
enter tainment and big sport- 
ing events on one US domes- 
tic aircraft last year. "We 
found passengers were more 
interested in live news for 
the first half hour, then they 
wanted other programmes," 
says the airline. 

From early next year, 
Deha will move from four to 
12 channels and is consider- 
ing pay-per-view for econ- 
omy passengers, though pre- 
mium-class travellers will be 
given access free of charge. 

With the growth of 
in-flight entertainment, 
industry observers believe 
the potential for companies 
to advertise and capture the 
attention of a select audi- 
ence on-board is lucrative. 

Charles Vine, marketing 
director of Spafax, an 
in-flight media specialist, 
says: “There is clearly a 
trend towards more pro- 
gramming on-board which 
means advertisers can now 
be more selective, targeting 
specific type of passengers 
through the choice of chan- 
nels available.” 


Overbookers may 
be left behind 

(Lilian Upton on a code that will hit people 
who make multiple reservations with airlines 


T he good news for 
frequent flyers next 
year is that waiting 
lists for overbooked 
fli gh ts should improve. The 
bad news for those who 
partly cause the overbooked 
flights in the first place by 
multiple bookings for the 
same day is they will have 
to rethink seriously how 
they do business. 

Travellers in the habit of 
booking the 4pm, 5pm and 
5pm flight on the same day 
from say. Frankfort to Lon- 
don, not knowing what time 
their meeting will finish, 
could find that all bookings 
in the same name have been 
cancelled. 

The nasty shock about to 
hit business travellers is a 
European Union code of con- 
duct for computerised reser- 
vation systems (CRSs), 
which comes into effect in 
January. 

It places an obligation an 
the travel agent when using 
a CBS not to make duplicate 
reservations for the same 
passenger. Any breaches 
could result in a fine - 
alttion gh there appears to be 
no mechanism to enforce 
compliance. 

It seems likely that the 
airlines* own get-tough 


approach may have an 
effect. British Airways, 
which Haims to have more 
fhan io.OOO multiple book- 
ings a week, is planning to 
step up action from next 
month when an automated 
system begins to build up a 
profiles of routes, passen- 
gers and agents. 

"The volume is such now 
that it warrants something 
being done about it,” says 
Alan Hughes, BA distribu- 
tion support manager. *We 
have a lot of empty seats we 
want to turn into revenue. 
Our beef' is not with the 
agent, it's the consumer 
who drives this.” British 
Midl and will not be drawn, 
referring to it as a "sensi- 
tive issue”. 

The code is the result of 
successful lobbying in Brus- 
sels by airlines tired of mak- 
ing CBS transactions that do 
not result in- passengers 
travelling. The CBS charges 
airlines £2£0 on average for 
every leg of the journey 
booked. 

Multiple bookings are 
prevalent on short routes, 
such as Brussels, Paris and 
Amsterdam to London, and 
at particular times, such as 
Friday afternoons. But BA 


on transatlantic routes. 

Richard Cornwell, senior 
manager, travel and func- 
tions at Price Waterhouse, 
says: “As a general rule we 
do not allow multiple book- 
ings but sometimes there is 
a genuine need. 

“It’s the people attending 
conferences . and one-off 
business meetings. Confer- 
ences never finish on time 
and we’ve developed the pat- 
tern of booking two or three 
flights. It’s not uncommon 
for us and it's at our instiga- 
tion, not our agents. 

“If the rules change 1 sus- 
pect we shall be looking at 
ways around it, such as buy- 
ing multiple tickets which 
win be a lot more hassle and 
paperwork.” 

David Randall, head of 
corporate and strategic solu- 
tions at Citibank, said: 
"Clearly It would affect 
some flexibility and we need 
that flexibility sometimes.” 

The Guild of Business 
Travel Agents, however, 
believes the code may 
receive a lukewarm recep- 
tion. “Most agents will do 
what the customer wants. In 
reality the EU isn't going to 
police it,” says Roger Thom- 
son, chairman of the GBTA 


THE WEEK AHEAD 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 
Murray Inc Tst, Grocers 
Hall, Princes St, EC, 11.15 
Syndicate Capital Tst, 
Coopers Hall, 13. 
Devonshire Sq, EC, 12.00 
BOARD MEETINGS: 

Final: 

UPF 

Interims: 

Geo Interactive 
CHd English Pub 
SHk Inds 

WaUcer.Crips.Weddte 

■ TOMORROW 
COMPANY MEETINGS: 
Charterhouse 
Communications, Hon 
Artillery Co, Armoury 
House, City Rd, EC, 12.00 
Compel, Exchange House, 
Primrose St, EC, 11.30 
Finsbury Underwriting Inv 
Tst, Coopers Hall, 13, 
Devonshire Sq, EC, 11.30 
Freeport Leisure, The 
Registry, Royal Mint Court, 
E.C., 10.00 

Go-Ahead, Vermont Hotel, 
Castle Garth, Newcastle, 

4.00 

Grosvenor Inns, Slug & 
Lettuce, 80-82, Wardour 
Street, S.W., 10.00 
Jupiter Primadona 
Growth Tst, 197, 
Knlghtsbridge, S.W.. 10.30 
Rubicon, Senator House, 
85 Queen Victoria Street, 
EC, 12.30 

BOARD MEETINGS: 

Finals: 

Beflway 
MYHIdgs 
Overseas Inv Tst 
Interims: 

Soco bit 
Toys 

West 175 Enterprises 

■ WEDNESDAY 
OCTOBER 29 
COMPANY MEETINGS: 
Pacific Horizon Inv Tst, 

1 Rutland Ct, Edinburgh, 
11.30 

Usher (Frank), Waveriey 
Hse, 7 Noel St, W. t 11.30 
BOARD MEETINGS: 

Finals; 

Morgan Grenfell Equity 
Interims: 

Body Shop 
PiWdngton 
Samsbury (J) 

■ THURSDAY 
OCTOBER 30 
COMPANY MEETINGS: 
Dowding & Mills, 


DIVIDEND & INTEREST PAYMENTS 


Botanical Gardens, 
Westboume Road, 
Edgbaston, Birmingham, 

12.00 

Goodhead, Chaucer Int 
Estate, Launton Road, 
Bicester, Oxon, 12.00 
Headway, Briar Court 
Hotel, Halifax Road, 
Huddersfield, 9.30 
Kays Food, 3, Colmora 
Circus, Birmingham, 10.00 
McBride, Butchers Hall, 
Bartholomew Close, EC., 

12.00 

Perpetual Japanese Inv 
Tst, Perpetual House, 
47-49, Station Road, 
Henly-on-Thames, Oxon, 
12.15 

Southampton Leisure, 
Hilton National, Bracken 
Place, Chilworth, 
Southampton, 11.30 
Winchester Multimedia, 8, 
Salisbury Sq, E.C., 12.00 
BOARD MEETINGS: 

Finals: 

AG HWgs 
Air London 
Pressac 
interims: 

Anglian Water 
Scott Mort & Tst 
Solid State 
TuBow 09 

■ FRIDAY OCTOBER 31 
COMPANY MEETINGS: 
City Technology, Marriott 
Hotel, North Harbour, 
Portsmouth, 11.30 
Cornwell Parker, Painters 
Hall, 9, Uttie Trinity Lane, 
EC., 11.00 
Unx Printing 
Technologies, Siepe Hall 
Hotel, Ramsey Road, SL 
Ives, Cambs., 10.30 
Surrey Grp, 8, Baker 

Street W., 10.00 

BOARD MEETINGS: 
Interims: 

Cairngorm Building 

Society 

Meitek 

Company meetings are 
annual genera/ meetings 
unfess otherwise stated. 
Reports and accounts are 
not' 00011811/ available until 
approximately six weeks 
after the board meeting to 
approve the preliminary 
results. 

This list ts not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announcements. 


■ TODAY 

AJba 4.75p 

All Nippon Airways 9 %% 
Nts 2000 $975.0 
BAT Int Fin 9Vi% Gtd Bd 
2020 £92.50 
Christiania Bank Sb FRN 
Oct 1997 $321.18 
Church 3.5p 
Exchequer 1596 1997 
£7.50 

Financial Receivables 
No 2 Mezz Asset- Be kd 
FRN 2005 
£2321.75 

Do Snr Asset- Be kd FRN 
2005 £690.02 
Do No 3 Mezz Asset-Bckd 
FRN 2016 £2134.76 
Do Snr Asset-Bckd FRN 
2016 £936.80 
General Electric $0.26 
Goodman Fielder AS0.035 
Hammerson 7%% Bd 2003 
£787.50 

Italy Global FRN Jul 1999 
DM40.68 

Do Jul 1999 $14.61 
Do Jul 1999 Y1 777.0 
Japan Development 
Bank 7%96 Gtd 
Bd 1999 $75.0 
Laird 5.4p 

Leumi Int Invs Gtd FRN 
1998 $163.67 
London Elec B%% Bd 
2005 £86.25 
Mitsubishi Chem 4% Bd 
1998 Y400000.0 
Do 4.55% Bd 2001 
Y455000.0 
Molex $0,015 
National Westminster 
Bank Gtd FRN 2005 
$311.55 

Nichols (JN)(Vimto) 2.7p 
Second Alliance Tst 36p 
Do4%% Cm Pf £1.575 
Treasury 4%% IL 2004 
£2.6433 

Turkey 9% Bd 2003 £90.0 
Wassail Rd B 0.109627p 
Woolwich 3p 
Wyevale Garden Centres 
4.1 5p 


■ TOMORROW 

Britannia Building Society 
Sb FRN 2005 £19376.71 
Canadian Imperial Bank of 
Commerce C$0.30 
Cheltenham & Gloucester 
11%% Perp Bd £2937.50 
Co-operative Bank Sb FRN 
2000 £90.58 

Development Securities Ip 
Finsbury Underwriting 
Investment Trust 1.4p 
Guinness 4.92p 
Lfoyds Bank Ser A Sb VRN 


1998 £181.16 
Nightfreight 0.5p 
Severfield- Reeve 3.75p 
Syndicate Cap Tst 7.75p 
Toyobo FRN Apr 1998 
Y23399.0 
UK 716% Bd 1997 
DM71.25 


■ WEDNESDAY 
OCTOBER 29 

Bank of Nova Scotia 
C$0.37 

British Gas Int Fin 9Vfe% 
Gtd Bd 2001 C$95.0 
BZW Cv Inv Tst 4.8p 
Dafwa Int Fin 8%% Sb Bd 
2003 $8375.0 
Great Universal Stores 
12.5p 

Guinness Rn 9%% Gtd 
Nts 1998 C$9625 
Japan Airlines 5.45% Bd 
2002 Y545000.0 
Do 556% Bd Oct 2003 
Y550000.0 

Jupiter Primadona Growth 
Tst 3.5p 

Kansai International Airport 
656% Gtd Bd 1999 
$312.50 

Mitsubishi Chem 4.4% Nts 

1997 Y440000.0 

Nihon Dora Kodan 8%% 

Gtd Bd 1998 Ecu88.75 

Roxboro 2.4p 

31 10%% Gtd Bd 2001 

£107.50 


■ THURSDAY 
OCTOBER 30 

Abbey National Treasury 
7%% Gtd Nts 1998 
A$78.75 

Abbey National Treasury 
Services 6% Gtd Nts 1997 
$60.0 
BPP 5p 

Beacon Investment Trust 

1.6p 

Dowding & Mills 2.06p 
French Connection 0.75p 
Group Tst 0.33p 
Jermyn Investment 
2.5p 

Korea- Europe Fd $0.03 
Kwik-Fff 2J35p 
Mersey Docks & Harbour 
4.5p 

Minorco $0.22 
MoGns 6.5p 
PTS1.3p 

Pacific Horizon Inv Tst 
0-35p 

Pokphand (Bermuda) 
$0.00192 

Do (Hong Kong) HKS0.01 5 
Do (UK) $0.00192 
Portsmouth & Sunderland 


6% Cm Pf 3p 

Do 11Vfe% 2nd Cm Pf 

5.75p 


■ FRIDAY 
OCTOBER 31 

Alexon 5% CmPf1.75p 
Alumasc 6.05p 
Anglovaai R1 .57 
Do N R1.57 • 

Automotive Precision Ip 
Baldwin 1.5p 
Banco Real Step-up FRN 
2001 $525.0 

Banco Santander Pta30.0 
Bandt 7% Cm Pf 2.45p 
Bankers Investment 
Trust 8% Db 
2023 £4.0 

Do 1054% Db 2016 £5.25 
Batleys 10% Cm Pf 5p 
Blacks Leisure 10% 

Cm Pf 5p 

Bowness Leisure Cv Pf 
5.6p 

Breedon 2.1 p 
Burnish Castro! 6% Cm 
1st Pf 2.1p 

Do 6% Cm 2nd Pf 2. Ip 
Do 8% Cm Pf 2.8p 
Do 7Va% Cm Rd Pf 
2.5375p 
CALA 2.45p 
Cakierbum 0.4p 
Capital Shopping Centres 
6% Sb Cv Bd 2006 3p 
Charterhouse Comms 
0.14p 

Conrad Ritblat 5.61 p 
Cookson 7% Non -Cm Pf 
lJ225p 

Corporate Services 2.7p 
Crean (J) 714% Rd Cv Ln 
1999 IR3.6548p 
Creston Land 6% Cv Rd 
Ln 3p 

Dartmoor Investment Trust 
3.1 p 

Do 6%% RPI-Lkd Db 2005 
£4.183 

Dobbies Garden Centres 
1.5p 

Dumyat Investment Trust 
Cv Mnthly Div 0.49p 
Dunedin Inc Grwth Inv Tst 
7%% Db 2019 £5.501712 
Dunedin Worldwide Inv Tst 
3.5% Cm Pf £1.75 
Eaglet Inv Tst 1.5p 
English Property 9%% 1st 
Mtg Db 1997/2002 £4.9375 
Estates Property 
Investment 10% 1st Mtg 
Db20l1 £5.0 
Do 10% Sec Ln 1993/98 
£5.0 

Eurodis Electron 3.1 5p 
Evans of Leeds 11% 1st 
Mtg Db 2025 £5.50 
ExCO 0.75p 
Rtofex 2.2p 


Rrst Leisure 2.64p 
Fleming Inc & Grwth Inv 
Tst Stppd Pf 3.4207p - 

GGT 3.9p 

Games Workshop 5.8p 
Guildhall Property 6% Cm 
Pf 2.1 p 

Haden MacteMan 1-3p 
Haynes Publishing 5.5p 
Heavitree Brewery 11%% 
Cm Pf 5.75p 
Henderson High Inc Tst 
1.65p 

Hiscox l.lp 

Hokkaido Elec 6%% Nts 
2000 $612.50 
Holt (J) 15p 

Homeloans (No 1) Class A 
Mtg Bckd FRN 2030 
£129.77 

Do Mezz Bckd FRN 2030 
£199.75 

Do (No 3) Class A1 Mtg 
Bckd FRN 2028 £73.25 
Do Class A2 £183.12 
Do Class B £188.41 
Do Class C £199.75 
Owen (HR) 0.4p 
Independent Insurance 
6.25p 

Independent Newspapers 
!R2.6p 

Intermediate Capital 5.4p 
Jasmin Cv Un Ln 1999 
76.4384p 
Keller 2.1 p 

Lands Improvement 1.75p 
Lasmo Units 3.3043p 
Do 10%% Db 2009 
£5.1875 

Latham (J) 8% Cm 
Pf 4p 

Legal & General 6%% Cv 
Sb Bd 2008 £33.75 
Liberty Int A Cv 
Pf12p 

Do B Cv Pf 3p 

Do 516% Sb Cv Bd 2009 

2.75p 

Unden 225p 
Utho Supplies 3.44p 
Uoyds Smaller Co's Inv Tst 
2.05p 

Do Package Units 2.05p 
Londonderry Port 3%% 
Cons £1.75 

London Merchant Secs 
7%% Cv Un Ln 2000/05 
£3.875 

Lowes $0,055 

MSB int 3p 

Martey 2.1p 

Mayne Nickless AS0.15 

McAJplne (Alfred) 9% Cm 

Pf4.5p 

Menztes (j) g p 

Meristem 0.8p 

Metalrax ip 

Moorfield Estates 0.25p 
Murray Inc Tst 5.35p. 
National Westminster Bank 
Var Rate Nts 2008 $1495.0 
Nova Scotia 16%% Ln 


2011 £8 '375 
OrbisOJ97p 
• Pacific E l ec t ri c Wire 
& Cable 334% Bd 2001 
$375.0 

. Pearson 7.5p 
Peel 10% Cm Pf 2-5p 
Do9Va% 1st Mtg Db 2011 
£4.9375 

Peel South East 10% 1st 
Mtg Db 2026 £5.0 
Do 11%% 1st Mtg Db 
2018 £5.8125 
Do 12%% 1st Mtg Db 
2015/20 £6:25 
Pentland 1.47p 
Persimmon 3-2p 
Prolific Inc. 0.5p 
Provident Rn 7.75p 
Prudential Rrr 8%% Gtd 
Bd 2001 $82.50 
Ransomes Cm Cv Pf 
4.1 25p 

Residential Property No 4 
Class A1 Mtg Bckd FRN 
2023 £559.13 
Do Class A2. £1852.60 
Royal Bank of Canada Rtg 
Rate Db 2005 $49.51 
Schroder Inc Grwth Fd 
1.85p 

Scottish Inv Tst 4% Perp 
Db £2.0 

Do 414% Perp Db £2.125 
Do 5% Perp Db £2.50 -- 
Scottish & Newcastle 4.6% 
Cm Pf 22 p 

Do 6.425% Cm Pf 321 25p 
Seagram Distillers 12%% 
Db 2012 £6.1875 
Second St Davids 
Investment Trust 4p 
Seiyu 42% Bd 2000 
Y420000.0 

Select Appointments 1.2p 
Shalibane T.5p ■ ■ 

Shires Inc 4.2p 
Simon 7%% Cm Pf1992/ 
97 2.611644P 
Stet-Plus 5.1 3p 
Streamline 3p 

Swallowfleld 3.3p 

TR City of London 
Trust 10%% Db 2020 
£5.125 

Texaco Int Rn 8% 

Stig/$Cv Gtd Ln 1981/99 
£4.0 . 

Tops Estates 1.853p 
Torchmark $0.15 
Toronto-Dominion C$028 
Transamerfca $0^0 
Trinity Int 4p 
USF & G $0:07 
Utd Carriers 1.7p 
University of Lancaster 
9%% 1st Mto’Db 2025 
£2.4375 

Upton & Southern Cv 
Pf2p 

Vaux 7% Cm Pf 2.45p 
Do 414% A Cm Pf 1575p : 
Do 6%% A Cm Pf JL275p 


Veno2p 

Wells Fargo Sb FRN 2000 
$50.05 

Wimpey (George) 2p 
Woolwich FRN 1998 • 
£182.11 

Woridsec $0.02 r 


■ SATURDAY 
NOVEMBER 1 


AMEC Cv Pf 325p 
BET 4%% 2nd Db 3 
Baynes (Charles) 1. 
Bristol 3%% Db£1. 
Britannia 0.4p 
Cornwell Parker 2p 
Daniels (S) 02p 
Fleming Mercantile 
Tst 2p 

Fyffes Cv Pf IR4.12J 
Genff nance 11.31% 
2007 £56.55 
Gibraltar 11%% Ln 
£5,9375 

Hardys & Hansons ! 
IstPf 1.75p 
Do 4% irrd Tst Mtg 
£2.0 

Laing (John) 0.8p 
Do A (N/Vtg) 0.8p 
Do 6.4% Cm Pf 32 
Lamont 6% Cm Pf 
Do 5.6% 2nd Cm P 
Do 10% 3rd Cm Pf 

Lincoln national $0.< 
London Stock Exchi 
10%% Mtg Db 20N 
£5.0625 

L°we (Robert H) 6 Vi 
Cm Pf 2275p 
Marshal is 10% Cm 

Merchants Tst 4% F 
£ 2.0 

Montreal 3% Perm I 
£1.50 
NWF5.3p 
Norwich 3% Rd £tt! 
Nottingham 3% fnd 
Paddand 3.15% Cm 
1-575p ' ' , 

p *asmec.2,7p 
Reading 3%% ei.7* 

Retail Corp 6%% 3r 
Pf2575p . . • . 

Senderson Bramaii I 
1-84p • . 

Sj^^invTst 3 ^ 
Do 3.85% Cm Pf £1 

Do 4-55%. a Cm Pf! 

S|nger &, Friedlandsr 
£425 Mfr Ln 2009/1 

Wembley i p 
Whteread 4%% Cm 
1-575p 

Do 6% 3rd pm PF Z 
Do 7%^ Cm pf 2, 
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weefc-ksngtostwsJ derated to the 
music of Mendelssohn, aw of 
the mast distinguished figures fn 
telonghistory. * 

• H^ifigte inckxJe tfwcarrtata •- 
Die erete W&purgsnacht . \ 

conducted ty Kurt Masur and. 1 • 
toe oratorio paukis oonducted by 
Herbert Btomstedt 


ARTS 


WASHINGTON 

The first US exhibition of 
paintings by rtaflan Renaissance 
master Lorenzo Lotto opens at 
tfw National GaQery of Art on 
Sunday. Many of the 50 paintings 
a HO on ban from churches and 
museums in Italy. The exhibition 
will move to Bergamo in April 
and Parte next October. 


LYON : 

BusonPs rarsly- 


masterwork 
DoktorFaust 
can be seen at 
the Opera over 
the next 'three 
weeks. 

Conducted by 

Kent Nagano 
(right) and directed 
by Ptemi Strosser, ft 
features Dietrich 



Henschel in the title tote and Kim 
Begley as Mephistophaies. The 
first night is on Sunday. 

ANTWERP 

The Royal BaSet of Flanders 
presents a new production- of 
Romeo and JuSet, with ' - 
choreography by Ahdrt 
Prckovsky, using toe 
Prokofiev score. 

Sets by Robb Don: 
costumingby ’’ 
Alexander 
Vassffiev. The 
staging wSt Later 
taurthrough 
Belgium and . 
Holland irtB 
earty 

December. . 
when -of course 
-everything stops 
foc.The Nutcracker. 


LONDON ' 

Rupert. Everett fri^il} returns 
to toe London stage in the 
axcetient.1994 Glasgow Cftz 
production of Tennessee; . 
WiffiamSfe 77ie M$k Train 
Doesirtt Stop Hen Any Mam, 
opening tortghi at toe lyric 
Theatre. -Hfimmersmtth. . 

STRATFORD 
-UPON-AVON . 

As parf of toe' currant British : 
season of French Theatre, the 
Roysd Shakespeare Company 
presents a programme of . 
IBeckett shorts" opening at 
The Other Beca, ; 
S traffu rtf-upon-Avon. on 
Wednesday. Katie Mitchefl 
directs; the castfe' tedby JoBet 
Stevenson; the production will 
tour extensively. . 



Theatre/Ian Shuttleworth 

A revel in 
irrelevances 



A t the be ginning of His 

tenure as artistic direc- 
tor of the Royal 
National Theatre. Tre- 
vor Nunn plays host to 
the man who plagued him nearly 
20 years ago by perpetrating a mag- 
nificently detailed hoax claiming 
that the RSC. in the wake of Nicho- 
las Nickleby, was about to become 
the Royal Dickens Company. Yes, 
Ken Campbell is back. 

Campbell’s thought processes are 
the psychological equivalent of a 
Gaudi cathedral: they are implausi- 
bly ornate and twiddle off in all 
sorts of peculiar directions, but the 
cumulative effect is wondrous. 

Theatre Stories is partly a compi- 
lation of highlights from his previ- 
ous solo shows. Thus, as well as 
the toll story of all those . . love, 
Trev” Dickens letters, we get the 
saga (first heard In Mystery 
Bruises ) of his mantra-laden audi- 
tion at Watford and his essay upon 
the importance of Angus in Mac- 
beth, which is the greatest piece of 
dose-reading criticism I have come 
across in years - ‘‘Why do they all 
ignore him? Has he committed 
some horrendous social gaffe?” 

The second half also contains the 
story , from Pigspurt! of the man 
who, as a result of a dream-vision 
(.Campbell’s, naturally, rather than 
one of his own), ended up touring 
the Pacific islands of Vanuatu 
translating the material of Ken 
Dodd into Pidgin. (Examples are 
thoughtfully provided) 

Campbell continues to be fasci- 
nated with that language, and pro- 
ceeds to tie the evening’s threads 
together by proposing a Pidgin pro- 
duction of Macbeth-, be even treats 
us to a couple of chunks, including 
a glorious rendering of Lady M’s 
“Come, you spirlts/That tend on 
mortal thoughts, unsex me here” 
as “Satan takem mi hanbag”. 
Theatre Stories Is the perfect 


deep-end introduction to the bon- 
kers joys of Ken Campbell, wild yet 
charming enough to set even 
“Trev” sniggering at his own past 
discomfiture. 

Patrick Barlow, alias Dr. Des- 
mond Olivier Dingle, artistic direc- 
tor of the National Theatre of 
Brent, is also back on the boards. 
Nottingham Playhouse found its 
scheduling thrown into chaos sev- 
eral weeks ago when events over- 
took the venue’s plans for a satiri- 
cal royal show. Barlow has 
consequently stepped in at short 
notice — although one cannot tell 
from the marvellously ornate, 
deliberately malfunctioning 
laboratory set - with a lopsided 
canter through The Mysteries Of 
Sex. 

N ever having seen the 
NTB onstage before, 1 
cannot say for cer- 
tain, but I suspect 
that one or two 
scenes in the show are reprised 
from the company’s former glories; 
the audience-participation version 
of the Russian revolution certainly 
seems both polished and irrelevant 
enough to have enjoyed a previous 
existence 

Mind you, polished irrelevance is 
the keynote of the evening: after a 
session of “Tantric warm-ups”, we 
»Mm through thp history of Henry 
Vm and his wives (one of whom 
was apparently Joan Plowright), 
the details of “the Oedipus corn- 
flakes” and the liaison of Lady 
Chatterley with “the lusty game- 
keeper David Mellors”. 

Barlow as Dingle cultivates a 
fine air of dignified self-importance 
even as the cock-ups mount around 
him; John Ramrn as Raymond Box. 
Dingle's “trainee" sidekick, makes 
for a put-npon dimwit doing his 
meagre best in the circumstances. 
Theirs is the theatrical ethos 


described by Ken Campbell as 
“doing it crappily”. and their crap- 
pin ess has been expertly honed 
over the years - it is, as Dingle 


might say, “the jnaison d'etre of the 
company's artistic policy”. 


Ken Campbell's Theatre Stories: 


Cottesloe Theatre (0171 928 2252). 
The Mysteries Of Sex: Nottingham 
Playhouse (0U5 941 9419). Both 
shows ran until November 1. 


Opera/David Murray 

Merry Widow in sober mode 


Music in Berlin/Paul Moor 

Thielemann 
makes his mark 


O ne way and 
another, the Royal 
Opera is carrying 
on bravely while 
in exile from Covent Garden. 
Now it has taken up resi- 
dence in the Shaftesbury 
Theatre for six months, 
playing operas - and operet- 
tas - in whole runs rather 
than in repertory. 

It opened last week with 
Franz LehAr’s The Merry 
Widow . which continues 
with alternating casts until 
January, interrupted by two 
weeks of Rossini’s Barbiere 
di Swiglia and a week of 
Britten’s Paul Burtyan in 
late November and Decem- 
ber. 


With its opening cast, the 
Merry Widow proved appeal- 
ing but slightly muted. The 
leading singers here, Felicity 
Lott as the rich, canny 
Widow and Thomas Allen as 
the ex-lover she aims to 
recapture, both of them well- 
practised and charming, 
have reached their charis- 
matic 50s. Nice for their 
world-weary rales; the Shaf- 
tesbury’s musical- comedy 
audience might, however, 
expect gutsier delivery from 


them - with or without 
amplification. They sounded 
fin« from Row E, but maybe 
not from further back. 

Flott (as sbe is known) 
sings a ravishingly gentle 
“Vflja, o VUja", without the 
succulent Schwarzkopf gur- 
gle on Trautliebster - “true 
lover": perhaps Jeremy 
Sams’s English text doesn't 
make room for a gurgle - 
but with an exquisite spin as 
she glides into the fourth 
line of the refrain. Allen's 


distinctive vocal manners, 
utterly musical but easy and 
prosy, make his Count Dan- 
flo more of a wry commenta- 
tor than a romantic lead. 

I n the spoken scenes, 
none of the singers puts 
Sams’s sparky, updated 
dialogue across with 
the proper pizazz. The Brits 
are understated; their for- 
eign colleagues are not au 
fait with the language. 
Claudio Desderi, a formida- 


ble singer-comedian in Ital- 
ian, makes his Baron Mirko 
here just a conventional 
comic dupe, though a sturdy 
one. Juliette Galstian and 
Luca Canonid flute prettily 
as Valencienne and Rosillon, 
but pick their way cau- 
tiously through the spoken 

words. 

The Merry Widow has 
probably the most exiguous 
plot of any Viennese oper- 
etta, and it needs a lot of 
plumping-up. The producer 


Graham Vick has chosen 
instead to slim it down. 
Hyper-plain designs by Rich- 
ard Hudson (bare walls with 
sq niggles! basically - and 
the ethnic Pontevedrian cos- 
tumes should be wittier and 
funnier); the chorus of 
socialites drilled into ano- 
nymity; no imaginative 
frills, and no blazing chande- 
liers for the parties. 

Luckily, Ron Howell has 
organised a stirring can-can 
for the grisettes in Act 3. We 
must hope that everybody 
will get more into the swing 
of the thing as tbe run con- 
tinues; on this first night, 
the operetta felt like a sober, 
cautious replica of itself. 


B erlin's new musical 
golden boy Is 
Christian 
Thielemann. 

Launching his first season 
as the Deutsche Oper’s 
Generaimusikdirektor, he 
has hit Berlin nice no other 
conductor since Claudio 
Abbado succeeded Herbert 

von Karajan at the 
philharmonic. 

Even before last season 
ended, the Deutsche Oper’s 
intendant, Gdtz Friedrich, 
indulged Thielemann by 
exhuming an ancient 
production of Hans 
Pfitzner’s Palestrina, in 
which tbe 88-year-old 
conductor distinguished 
himself. He opened this 
season with a repertory 
performance of Tristan und 
Isolde, building upon that 
good first impression. 

Then came the test of a 
new Friedrich production of 
Hans Werner Henze's early 
Heist opera, Der Prim van 
Hamburg - nervously 
awaited because of 
Thielemann's apparent 
attitude that 20th-century 
music stopped with Pfitzner. 
After proving himself 
thoroughly at home in 
Henze’s idiom - 
academically atonal but by 
no means avant-garde - 
TarmhQuser and Der 
fliegende Hollander 
eradicated residual doubt as 
to the acquisition of an 
exceptionally gifted new 
music director. 

Id 1992 Henze revised his 
score of Der Prmzvon 
Hamburg, which was 
unveiled by the Hamburg 
Opm in I960, making the 
textures more transparent, 
transforming it almost into 
a chamber opera. 

Thielemann proved himself 
folly sympathetic to the 
work’s neo-Stranssian 
lyricism, sensitively 
bending the orchestra] 
accompaniment to his 
singers, but firing full 
broadsides during the 
musical depiction of the 
Battle of Fehrbellin. 

His showing in the two 
subsequent Wagner 
evenings left one wondering 
how much time be had had 
for rehearsals. A tendency 
towards cadencing at the 
end of individual phrases 
damaged the continuity of 
the TarmhOuser overture, 
and the tempo set at the 
opening of Act 2 resulted in 
appallingly scrambled string 
triplets - a passage by 
which foresighted 


conductors set their tempo 
at the outset. At 
Thielemann's dip, those 
triplets would have taxed 
the Berlin Philharmonic. 

No doubt the chorus’s 
deployment over the vast 
stage-area contributed to 
entrances one can only call 
ragged; but choral ensemble 
showed the same failing, 
and the exposed wind chord 
beneath Tannha user’s cry 
for pity turned downright 
sour. After Thielemann's 
Henze success, these 
shortcomings will, with 
luck, become less 
troublesome as he takes 
over musical control in his 
new environment The 
differentiated gamut he 
successfully ran between the 
sacred of the pilgrims' 
music and the profane of the 
Venusberg bacchanale 
showed convincing 
command of Wagnerian 
style. 

A native Berliner, 

Thielemann he has 
been hailed in 
Frankfurt as 
“Jung-Siegfried" - and 
indeed this company could 
use a Young Siegfried: the 
federal government has 
decided - questionably - to 
subsidise Daniel 
Barenboim's Staatsoper as 
the future capital’s first of 
three opera houses. With 24 
productions in repertoire, 
the Staatsoper receives 
DM91m (£32m) in subsidy, 
compared with the larger 
Deutsche Oper's DM85m for 
34 productions. The 
Deutsche Oper has to try 
harder. 

There has also been an 
obstinate shadow hanging 
over Thielemann since his 
arrivaL Serialised excerpts 
from a forthcoming book by 
Berlin's former culture 
senator, Ulrich 
KoIofT-Momln. have hardly 
allayed the persistent 
rumours of far-right and 
anti-Semitic expressions 
dating from Thielemann's 
years at the Nuremberg 
Opera, which had seemed to 
subside after be defied 
detractors to make their 
charges openly so he could 
sue them. 

Musically, Thielemann 
has emerged from his 
introductory ordeal 
triumphantly. 

Non-nmsicaliy, this issue 
remains by no means 
resolved. It has plenty of 
Berliners watching closely, 
hopefully, but also edgily. 



■ AMSTERDAM 

DANCE 

Het Muaektheoter 
Teh 31-20-551 8911 
Lander-Graham-Marin: National 
Ballet programme of four 
20th-century works - Etudes, 
Lamentation, Embattled Garden 
and G rocs land; Oct 27 

OPERA 

Het Muzfektheater 
Tel: 31-20-551 8911 
La Traviata: by Verdi. 
Netherlands Opera revfval of a 
staging by Alfred Kirch ner, 
conducted by Ralf Weikert; 

Oct 28,30 


Tel: 49-30-2548 8354 
Berlin Philharmonic Orchestra: 
conducted by Antonio Pappano 
In works by Messiaen, Mozart 
and Sibelius: with bassoon 
soloist Daniete Darrwano; 

Oct 31 


■ BILBAO 

EXHIBITION 

Guggenheim Museum Bilbao 
Tel: 34-4-423 2799 
The Guggenheim Museums and 
the Art of This Century: toe new 
museum’s inaugural exhibition 
features more than 300 works of 
modem and contemporary art 
from the Guggenheim's 
collections 


■ BRUSSELS 

OPERA 

La Monnale Tel: 32-2-229 1211 

• La Stellidaura Vendicante: by 
Francesco Provenzale. New 
production directed by Philippe 
SireuU and conducted tv 
Alessandro de Marc hi; Oct 28, 
30,31 

• Werther by Massenet 

Concert performance conducted 

by Wladimir Jurowski, with a cast 
including Alison Hagley and 
Jennifer Larmore; Oct 31 


■ BERLIN 

CONCERTS 

Konzerthaus Tel: 49-30-203090 

Berlin Symphony Orchestra- 

conducted by Diego Masson In a 
programme including works by 
Dukas, Schmitt and Ravel; 

Oct 30 

Philharmonic 


■ CHICAGO 


ripressions of 
jaintings 
career, of 

lauHa Mnrw*t 


and Madame Renoir. The show 
has been seen in Ottawa and will 
travel to Texas; to 
Jan 4 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 

• kfomeneo: by Mozart 
Conducted by John Nelson in a 
staging by John Copley; 

Oct 28, 31 

• Peter Grimes: by Britten. 
Conducted by Mark Elder, 
malting his Lyric Opera debut, in 
a staging by John Copley. Ben 
Heppner sings the title rote; 

Oct 29 . 


■ CLEVELAND 

EXHIBITIONS 
Cleveland Museum of Art 
Tel: 1-216-421 7340 
When 91k Was Gold: Central 
Asian and Chinese Textiles. 
Featuring 64 precious textiles 
from the 8th to 15th centuries, 
when they were of immense 
economic and cultural 
significance. Including the most 
important known "cloth of gold". 
The exhibition will travel to New 
York; to Jan 4 


■ LONDON 

EXHIBITIONS: 

National Portrait Gallery 
Tel: 44-171-3060055 
Sir Henry Raeburn (1756-1823): 
previously seen in Edinburgh, this 
exhibition of some 60 paintings 
Includes the'major portraits 
belonging to toe National Gallery 
of Scotland as wed as loans from 
abroad; to Feb 1 


Tate GaUery 
Tel: 44-171-887 8000 
The Turner Prize 1997 - display 
of works by each of the 
nominees on this year's 
ail-woman shortlist Christine 
Borland, Angela Bulloch, Cornelia 
Parker and Gillian Wearing; from 
Oct 29 

Victoria and Albert Museum 
Tel: 44-171-938 8500 
Cari and Karin Larsson: Creators 
of the Swedish Style. Recreates 
five rooms of the famous house 
at Sundbom, and examines its 
extraordinary impact on toe 
interior design of our century: to 
Jan IB 

OPERA 

Shaftesbtay Theatre 
Tel: 44-171-379 5399 
The Royal Opera: The Merry 
Widow, by Franz Letter, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; Oct 
27. 28, 29, 30, 31 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: with 
the Moscow Virtuosi, led by 
Vladimir Spivakov, in a 
programme including works by 
Mozart and Shostakovich; Oct 31 


■ MELBOURNE 

DANCE 

Melbourne Festival 
Tet 61-1800-338 998 
Australian Ballet with Bangarra: 


programme of three world 
premieres. Twyla Tharp has 
choreographed a pas de deux to 
music by Kiyoung Kim. Stephen 
Baynes new ballet At the edge of 
night is set to music by 
Rachmaninov. Rites, performed 
here in collaboration with 
Bangarra Dance Theatre, Is an 
adaptation of The Rite of Spring 
choreographed by Stephen Page; 
at the State Theatre; 

Oct 29. 30, 31 


■ MUNICH 

CONCERTS - 
PhNharmonie Gasteig 
Tel: 49-89-5481 8181 

• Marinsky Theatre Orchestra: 
conducted by Valery Gergiev in 
works by Berlioz, Skrfabrn and 
Shostakovich; Oct 27 

• Munich Philharmonic 
Orchestra: conducted by 
Myung-Whun Chung In works by 
Messfaen and Mahler; Oct 30, 31 

DANCE 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 
Bayerische StaatsbaKetb Romet 
and Juliet John Cranko’s 
choreography is set to 
Prokofiev’s score. With sets and 
costumes by JUrgen Rose; 

Oct 30 

EXHIBITIONS 
Haus der Kunst 
Tel: 49-89-5481 8181 
Jufiao Sarmento: display of 
recent works by the Portuguese 
painter; to Jan 18 

OPERA 

Bayerische Staatsoper 


Tet 49-89-2185 1920 

• Die Verkaufte Braut by 
Smetana. Conducted by Jun 
Mfirkl in a staging by Thomas 
Langhoff; Oct 28 

• Bektra: by R. Strauss. New 
production conducted by Peter 
Schneider, directed and designed 
by Herbert Wernicke; Oct 27, 31 

• Madama Butterfly: bu Puccini. 
Conducted by Asher Fisch in a 
staging by Wolf Busse; Oct 29 


■ NEW YORK 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 
La Cenerentofa: by Rossini. Met 
Opera premiere. New production 
conducted by James Levine in a 
staging by Cesare Lievi, with 
designs by Maurizio Bald; 

Oct 27, 31 


■ PARIS 

CONCERTS 

Salle Pleyei Tel: 33-1-4561 6589 
Orchestra de Parte: conducted 
by Christoph Eschenbach in 
works by Schumann and Mahler. 
With piano soloist Mitsuko 
Uchida; Oct 29, 30 

ThAStre des Champs Elysees 
Tet 33-1-49525050 
Orchestra National de France: 
conducted by Yehudi Menuhin in 
works by Mozart, Beethoven and 
Enesco; Oct 30 

OPERA 

Op6ra National de Paris, Opera 
Bastille Tel: 33-1-44731300 
• Nabucco: by Verdi. 

Conducted by Plnchas Steinberg 


in a staging by Robert Careen; 
Oct 29 

• Turandot; by Puccini. New 
production by Francesca 
Zambeilo. Conducted by Fabio 
Luisi; Oct 27, 30 


■ VIENNA 

EXHIBITIONS 
KunstHausWien 
Tel: 43-1-712 0495 
Herb Ritts: first European 
retrospective of work by the 
American photographer. 
Previously seen fri Boston, the 
exhibition includes portraits of 
Hollywood celebrities; to Jan 18 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
11L00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 

Tonight 

• CNBC 

08J3& Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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Personal View • Allan Meltzer 


Danger of moral hazard 



IMF bailouts risk 
teaching bad 
lessons to 
governments and 
banks alike 

One of the 
most impor- 
* tant financial 
lessons of 
recent 
decades is 
that banks should not be 
encouraged to take exces- 
sive risks. Above all, when 
they fail, losses should not 
be shifted to the domestic 
taxpayer. 

There are two co mm on 
factors lying behind sys- 
temic failures. First is' a 
shift from inflation to disin- 
flation. Prices for land, 
property and other assets 
incorporate anticipated 
inflation. When these 
change quickly, asset prices 
adjust If they fall below the 
value of outstanding debt or 
mortgages, defaults are trig- 
gered. 

Second, there is often an 
implicit - or even explicit - 
understanding that finan- 
cial institutions will not be 
allowed to faiL As the net 
worth of an institution 
declines, it may therefore be 
tempted to increase risk in 
the hope of earning extra 
returns to keep it solvent 
This lies at the heart of the 
problem known as ** moral 
hazard": it happens when 
financial institutions take 
on more risk, knowing they 
stand to benefit from 
increased returns, but will 
be able to share any losses 
with taxpayers. 

Some countries have 
taken measures to cut down 
on the risk of moral hazard. 
But the International Mone- 
tary Fund appears to have 
moved in the opposite direc- 
tion. 

First in Mexico, and now 
in Thailand, it has lent 
money at low interest rates 
to shore up insolvent finan- 
cial institutions and protect 
foreign banks and investors 
by limiting their losses. The 
IMF has now asked for a 45 
per cent increase in the quo- 
tas of member countries so 
It will have the capacity to 


intervene “more effectively" 
in s imilar circumstances. 

And there will be s imil ar 
circumstances. Interna- 
tional banks and financial 
institutions can now act 
safe in the knowledge that 
the IMF will provide a 
safety net to protect them 
from some, or even most of 
their losses. The risks are 
increased by such moral 
hazard. Some of the losses 
are shifted from the lenders 
to the IMF and, therefore, to 
taxpayers in developed 
countries' who supply the 
capital that the IMF mis- 
manages. 

Mexico Is an excellent 
case study of the effects of 
mistaken policies and of 
IMF and US government 
“help". The ordinary Mexi- 
can citizen may read about 
the assistance Mexico gets 
from its friends at the IMF 
and the US Treasury. His or 
her own experience is very 
different After the interna- 
tional bailout of 1995, Mexi- 
cans now face a greatly 
increased debt burden and 
have seen their real 
incomes plummet. 

With few exceptions. 
Mexico's real external debt 
has increased annually 
since the early 1970s. The 
exceptions occurred in 
1984-85, 1988-89, and 1996 
but. with help from the IMF 
and foreign lenders, the real 
value of debt reached a new 
peak within a few years of 
each dip. 

Debt is neither good nor 
bad in itself. If borrowing 
produces an increase in pro- 

First in Mexico, 
and now in 
Thailand, the IMF 
has lent money to 
shore up 

insolvent financial 
institutions and 
protect foreign 
banks 


ductive capital, then income 
rises and the debt can. be 
serviced or repaid from the 
higher wealth that it has. 
helped generate. If, on the 
other hand, borrowing is 
used to hold the exchange 
rate steady so that private 
lenders can flee, there will 
be no productive assets to 
provide interest payments. 
If the government borrows 
from the IMF or the US 
Treasury to pay off inves- 
tors and speculators, as in 
Mexico in 1995, the burden 
falls on domestic taxpayers. 

The case of Mexico is 
illustrative. From 1973 to 
1996, total Mexican debt 
increased 14 times faster 
than the per capita income 
of Mexican citizens. The 
main explanation is that 
Mexican per capita real 
income has not risen since 
1974. Erratic Mexican gov- 
ernment policy lies at the 
root of the problem. Since 
the early 1970s. Mexico has 
nationalised and then priva- 
tised its h anks . Real public 
sector spending has surged 
and declined. 

From 1960 to 1970. infla- 
tion rem aine d relatively low 
and was much less variable 
than In subsequent years. 
Mexico was on a fixed 
exchange rate under the. 
Bretton Woods agreement. 
After the 1973 oil shock and 
the end of Mexico's fixed 
exchange rate, highly infla- 
tionary policies led to a 
series of crises including the 
1982 debt crunch and the 
1994 devaluation. 

From' 1968 to 1996, annual 
inflation rates dropped to 
between 10 and 30 per cent, 
compared with rates of 
between 20 per cent and 80 
per cent in the previous 
decade. Every surge in infla- 
tion since 1970 has been pre- 
ceded or accompanied by a 
similar surge in the mone- 
tary base, while every 
period of disinflation has 
coincided with a decelera- 
tion of the monetary base. 

The Bank of Mexico pro- 
duces the monetary base. 
The bank .has not set out 
intentionally to wreck the 
economy. It does not con- 
trol. and probably does not 
watch, the monetary base. It 
controls, or over-controls. 


an interest rate. It is too 
slow to raise interest rates 
during periods of economic 
expansion or when the Trea- 
sury has debt to sell to the 
market To keep the interest 
rate from rising, the bank 
expands the monetary base. 
After Inflation gets out of 
hand. It raises rates, bank- 
rupts a raft of borrowers, 
and sends the economy into 
protracted recession. 

Some will see in Mexico's 
experience evidence in 
favour of a fixed exchange 
rate or a currency board, in 
which the domestic money 
supply is fully backed by 
hard currency reserves. In 
my opinion that is the 
wrong conclusion to draw. 

No policy - of either fixed 
or fluctuating rates - can 
avoid financial crises if the 
underlying government pol- 
icy is as variable as 
Mexico's has been since the 
1970s. Either system would 
work well if the underlying 
fiscal, regulatory and other 
policies (such as those gov- 
erning property rights) were 
aimed at stability. 

Where does this leave the 
US Treasury and the IMF? 
The former has been “help- 
ing” Mexico since the 1930s: 
the latter since the 1970s. 
Successive Mexican govern- 
ments have learnt that - if 
they face a crisis - these 
friends will lend them 
money to mitigate the 
immediate effects. Investors 
too have learnt that, if they 
run into trouble in Mexico, 
they will get bailed out. So 
they continue to invest. 

That goes a long way 
towards explaining why 
Mexican policy has been so 
erratic and undisciplined. 
Without the IMF and the US 
Treasury - and the moral 
hazard they engender - 
Mexico would have learned 
to implement better poli- 
cies. The same lesson goes 
for aH 

The author is professor of 
political economy at the Car- 
negie Mellon University and 
visiting scholar at the Ameri- 
can Enterprise Institute. 
This is cm adaptation of a 
paper given at a Cato Insti- 
tute conference earlier this 
month 
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Spitalfields residents look forward to Liffe 

rrOiA IfWll ODDG 


From Mr Eric C Eistob. 

Sir, Your article “Minis- 
ters to review plan for Liffe 
development" (October 22), 
about the proposed London 
International Futures and 
Options Exchange building 
in Spitalfields, may have cre- 
ated a false impression of 
local opinion. 

I write, as a resident of 
Spitalfields for over 20 years, 
to assure you that there is 


strong local support , for the 
Liffe project We recognise 
that it will be of great eco- 
nomic benefit to the area by 
creating service industry 
dP iimnd for shops and res- 
taurants, labour-intensive 
Industries which we need; 
and the rates which will flow 
back to Tower Hamlets anil 
be of immense value. 

Having been a governor of 
a local school, I am confident 


that many of my bright 
young Bengali pupils will 

make excellent derivatives 

traders on Liffe in the years 
to come! Architecturally, the 
proposed plans preserve me 
fine arts and crafts end of 
the market, next to Christ 
Church, Spitalfields, and 
demolish only a dull and 
characterless inter-war 
building to replace it with a 
handsome modem one. 


Drive towards combined heat and power 


From Mr David Green. 

Sir. As Leyla Boulton has 
highlighted TMeacher backs 
wind and wave power", 
October 23). the government 
is working to fulfil its mani- 
festo commitment to secure 
a drive towards combined 
heat and power (CHP). This 
is, of course, welcome. 

CHP is one of a range of 
sustainable energy technolo- 
gies. Through its connection 
to community heating it 
offers new scope for the 
wider use of solar energy. As 
Sheffield, Nottingham and 
Southampton show, having 
the infrastructure of a local 


beating network in place is 
an important building block 
to the use of a wide range of 
energy sources. 

As for as coal is con- 
cerned, coupling a “cleaner 
coal” power plant to commu- 
nity heating can lead to sig- 
nificant CO, reductions and 
other savings- Without CHP 
the effect is negligible. 
Indeed, the government sig- 
nalled to parliament, in a 
debate on the fossil fUel levy 
bill, that It planned to legis- 
late to ensure that the cur- 
rent nan-fossil fuel obliga- 
tion could be transformed to 
reinforce the UK climate 


c h a ng e programme. 

Getting legislation right 
can take time. The challenge 
now is to respond to the 
opportunities already open- 
ing up, to ensure that we 
systematically use sustain- 
able energy technologies 
and, in doing so, achieve an 
energy policy based on the 
principles of security, sus- 
tainability and diversity. 

David Gram, 
director, 

Combined Heat & 

Power Association, 

35/37 Grosvenor Gardens, 
London SWlW DBS, UK- 


Condition of membership 
that we must not overlook 


From Mr Anthony 
D. Sheridan. 

Sir, Congratulations to 
Lord Cobbold on his excel- 
lent advice to Gordon Brown 
on economic and monetary 
union (''Statement on single 
market calls for simplicity". 
Letters, October 22). I believe 
that this represents the 
views of the boards of the 
great majority of leading 
industrial and commercial 
companies in the UK and of 
medium -sized companies in 
the engineering industries, 

SUCb as mint* 

However, we must not 
overlook the necessary entry 
condition of being in the 
European monetary system 


with fixed central exchange 
rates for two years prior to 
Emu entry; of critical impor- 
tance is this central rate, 
which clearly should not be 
D-Mark2.90 or even D-Mark 
2.80 = £L 

The government needs to 
state its commitment to re- 
enter as soon as the 
exchange rate returns to 
around D-Mark 2.60 = £2. 

Anthony D. Sheridan, 
manag in g director. 
Quadrant Meter Company, 
Quadrant Connectors, 
Quadrant House, 

Watling Street, 

Badlett, 

Herts WD7 7HZ 


A nail-bitmg 
experience 

From Mr Keith FletL 
Sir, The UK’s New Labour 
may well understand how to 
manipulate the language of 
politics, but if the pictures of 
Gordon Brown’s severely bit- 
ten nails as he launched the 
London Stock Exchange’s 
new computer system are 
anything to go by. it has 
failed to understand com- 
pletely the importance of ico- 
nography in modem political 
discourse. I suggest a crash 
course in BaudriUard and 
Foucault for Peter Mandei- 
son and Charlie Whelan. 

Keith Fieri; 

38 Mitchley Road. 
Tottenham, 

London N17 9HG, UK 


The “fierce local opposi- 
tion” you write of comes 
from a small group of noisy 
Luddites who do not under- 
stand the value of Liffe 10 . 
the local community, or its 
importance to the prosperity 
of this country. 

Eric C. Eistob, 

14 Fournier Street. 
Spitalfields. 

London El 6QE, UK 

Perhaps it’s 
the critics who 
should be shot 

From Mr Gary Smith. 

Sir, In Nigel Andrew’s 
reviews of October 16 he 
began a review of a film 
called Shooting Fish with the 
sentence:- “How do you 
throw away £lm of British 
lottery money? You make 
Shooting Fishes" (sic). 

Shooting Fish has been 
sold by Winchester Films to 
distributors around the 
■world. Indeed, it was the 
only film purchased by Fox 
S ear chlight for North Amer- 
ica at the 50th Cannes Film 
Festival in May. 

On the first three days of 
its release. in Britain, 160,000 
people paid to see the film, 
the second best opening 
weekend of any British film 
in 1997. 

If Nigel Andrews is unim- 
pressed by the judgment of 
fihngoers and distributors, 
perhaps I can put his mind 
to rest on any financial con- 
cerns he may have. Such is 
the success of Shooting Fish 
that it is expected that reve- 
nues from the film will be 
sufficient to repay the 
National Lottery its grant 
and for a profit to be paid to 
the Arts Council. 

Gary Smith, 
executive producer of 
Shooting Fish and 
chairman & chief executive. 
Winchester Multimedia. 

29/30 Kingley Street 
London W1R5LB 
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New model champions 

Tony Jackson on management and upheaval 


F or those of us in the 
workforce old 
enough to care 
about such things, 
the demise of the job for life 
poses certain nagging ques- 
tions. For a decade and 
more, we have been told that 
the pace of change makes 
job security impossible. 

But is it not the task of top 
management to cope with 
upheaval? And if not, what 
do the rest of us get in 
exchange? 

For students of manage- 
ment, the answers are famil- 
iar. The old hierarchical 
structure has been over- 
taken by events. Only cus- 
tomers can guarantee 
employment All that compa- 
nies can offer is employabil- 
ity. Those who aim to do 
more are headed for the 
boneyard. 

The nostrums are familiar 
as well: empowerment, net- 
working and lifetime learn- 
ing. 

Look at the titles on the 
management bookshelf; Con- 
trol Your Destiny or Someone 
Else Will, Do Lunch or Be 
Lunch\ Dig Your Well Before 
You're Thirsty. 

But all this is merely a 
description of the problem. 
Professors Ghoshal and Bart- 
lett have a crack at explain- 
ing itin their book*; and if 
much of what they have to 
say sounds familiar, at least 
they tackle the issues from 
the roots. 

The first question is why 
exactly the old-style corpora- 
tion. with its rigid structure 
and implicit lifetime con- 
tracts, could not survive. 
This is neatly illustrated by 
the case of one Don Jans, 
head of an electrical relays 
business based in Florida. 

in a four-year period from 
1989, Mr Jans’s business 
raised its revenues by 45 per 
cent and profits by 120 per 
cent. Cycle times were cut 
by 70 per cent, inventories 
by 40 per cent 
The Immediate cause was 
the transfer of the business 
from Westinghouse - a clas- 
sic old-style industrial dino- 
saur - to the thoroughly 
modern Swiss -Swedish engi- 
neering group ABB. 

The remarkable thing, 
though, is that Mr Jans, a 
32-year Westinghouse vet- 
eran. was already head of 
the business at the time of 
the transfer. His own 
account of this is instruc- 
tive. 



“In Westinghouse." he 
says, “we recruited first- 
class people, did an out- 
standing job of management 
development, then wasted 
all that investment by con- 
straining them with a highly 
authoritarian structure 
— [ABB’s senior manage- 
ment) spent a huge amount 
of their time in day-to-day 
intensive communication, 
taking the message to the 
front line managers that 
they were responsible ... It 
was an amazing change - T 
felt like I'd rediscovered 
management after 39 years." 

The Westinghouse case is 
instructive in another way. 
Two decades ago. Westing- 
house was around 60 per 
cent the size of its great his- 
toric rival, General Electric. 
It is now one ninth the size. 

Westinghouse has 
remained trapped in the old 
model; GE, led by Jack 
Welch since 1981, did much 
to invent the new model 
single-handedly. 

The old model, the book 
reminds us. was designed for 
a world in which the essen- 
tial resource was capital. It 
aimed to collect capital at 
the centre, then distribute it 
according to a centrally 
determined strategy. The job 
of lower management was to 
take that capital efficiently 
down through the organisa- 
tion, then send it. suitably 
augmented, back up again. 

But as plenty of other 
writers have remarked, the 
scarce resource today is 


knowledge. Unlike capital, 
knowledge tends to reside 
lower down the organisation, 
since those at the top are, by 
definition, out of touch. 

As here described, the new 
model comes in three parts. 
First come the managers in 
the field, who act as entre- 
preneurs and are the pri- 
mary source of knowledge 
and experience. 

Then come the senior 
managers, whose job is to. 
coach and exhort those 
below them and to ensure 
that their knowledge is cap- 
tured and shared across the 
organisation. 

The role of top manage- 
ment is more elusive. In 
part, it must set targets and 
standards for the organisa- 
tion, preferably in broad and 
non-prescriptive terms. But 
it also must maintain a state 
of what the authors term 
‘’organisational disequilib- 
rium". 

In essence, this means not 
letting the company settle 
for getting better at what it 
did before. It must be ready 
to fly off at an angle, should 
circumstances change. 

There is a telling quote 
from Ryuzaburo Kaku. head 
of the Japanese electronics 
company Canon, which 
started in cameras and now 
makes anything from bubble 

jet printers to con^nxters. 

“In order for a company to 
survive for ever," Mr Kaku 
remarks, “it must have the 
courage to deny at one point 
what it has been doing in 


the past . . . Speaking i 
myself, it is difficult [ 
that]. So when such 
comes that I have to 
the past, I would inevi 
have to step down." 

Most of the comp; 
presented as champio; 
the new model are ofr 
GE and ABB, for a star 
However, the real be: 
the book, perhaps re 
togly, is McKinsey: a 
pany which not only >. 
alises in amas 
information, but de’ 
immense care to passi 
arou hd the organisation 

In Part, this may be a 
of business school profe 
responding to kin 
spirits; McKinsey is, i 
way, a highly academic 
tution. But it may also 
to explain why McKins 
the first employment ci 
among all these hi 
young graduates. 

They may simply 
spotted that the mat 
mant consultant - vers 
well-informed and infir 
employable - is the true 
ces$orto yesterday’s Or 

sation Man. 

*Tbe Individualized Cor, 
tion. by Sumantra Gftt 
and Christopher A. Bat 
Schumann, '■ Price f ft p 

IWs book is available 
FT Bookshop by rtngina 
181 324 5511 orfiiXcrectit 
details to +44 m 324 

a. t 
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A blow to 
human rights 


The Commonwealth leaders' 
decision in Edinburgh to duck 
the challenge presented by 
Nigeria's military regime is 
more than a blow to hopes for a 
return to civilian rule in 
Africa’s most populous state. It 
rtaks imriwmiTimp the credibil- 
ity of their commitment to 
human rights, and exposing the 
Commonwealth's Harare decla- 
ration on democracy and good 
g o v e rnment as humbug. 

Two years after Nigeria’s mili- 
tary- regime defied the world 
and- executed Ken Saro-Wlwa 
and other community activists, 
its human rights record has not 
improved. General Sani Abacha, 
the .military leader, has i gnnrw-i 
calls for the release of Chief 
Moshood Abiola, winner of the 
aborted 1993 presidential elec- 
tion. The respected former mili- 
tary leader, General Olusegun 
Obasansjo, remains in deten- 
tion, and civil rights activists, 
trade unionists and journalists 
are systematically harassed. 

The .. minimum response 
required from Commonwealth 
leaders at the weekend was to 
expel Nigeria. They should have 
made the existing package of 
sanctions, which include an 
arms embargo and a ban on 
visas for officials, binding on all 
members. Implemented by 
Britain, they have been resisted 
by African g overnments. 

Instead the Commonwealth 
has deferred these and other 
measures, pending the regime’s 
pledge to return Nigeria to civil- 
ian rule by next October. If the 


New York revival 


Rudolph Giuliani has the 
warmth and charm of an old 
fashioned refrigerator, but his 
re-election as mayor of New 
York on November 4 looks as 
certain as these things can be in 
a two-horse race. Yesterday, his 
re-election was enthusiastically 
endorsed by the New York 
Times,, which suggested he bad 
the potential to go down in his- 
tory as a mayor who turned 
New York City round and 
reshaped its future. His Demo- 
cratic opponent Is swinging in 
the wind. 

A recent study from the Fed- 
eral Reserve Bank of New York 
helps to explain the popularity 
of a civic leader , who is much 
more- respected than , loved. It 
shows, there has been strong 
employment growth in the New 
York City metropolitan area 
during recent years, in marked 
Contrast to a lacklustre trend in 
job creation across the state. 

In part, this is a matter of 
luck. The analysis shows- how 
record profitability on Wall 
Street - far which not even His 
Honour claims credit - has 
fuelled the city's economy. 
Wages in finance, Insurance and 
real estate rose by 15 per cent in 
1996, and the impact of this has 
spread 'well beyond real estate 
agents and restaurateurs. 

But the Giuliani administra- 
tion has had a big part to play 
in . another Important compo- 
nent of the job creation record 
New York used to be regarded 


by most right minded 
Americans as second only to 
Pyongyang as the world's least 
attractive holiday spot 
In the past few. years, how- 
ever, it has emerged as a prime 
tourist destination. The study 
shows how the resurgence of 
tourism has contributed to what 
it describes as a boom in the 
city’s retail sector, with benefits 
coming from rising national and 
international demand. Hotel 
occupancy rates are at record 
levels, passenger arrivals at the 
area's three major airports are 
increasing, and the convention 
business has surged ahead 
The truth Is that in recent 
years New York has become a 
much more attractive place in 
which to work and take a holi- 
day. This is not just the result 
of better policing, attacks on 
organised crime, and fewer 
petty felonies, important though 
these all are. Expectations have 
changed as well: the deteriora- 
tion of civic facilities no longer 
seems inevitable. The subways 
are cleaner, public buildings 
have been spruced up, and the 
chances of being bothered by 
squeegee men or aggressive beg- 
gars have fallen sharply. 

Of course New York remains 
a city with enormous social 
problems and surprisingly high 
unemployment. But the flinty 
faced Mr Giuliani is closely 
enough identified with recent 
successes to be all but assured 
of another spell at City HaH 


Turkish tangle 


While everything else in Europe 
hag changed since 1989, the 
European Union's Turkish head- 
ache remains essentially the 
same. 

Turkey has been an associate 
member since 1964, with an 
explicit goal of full membership. 
Yet the EU public have not been 
educated to think of Turks as 
I Europeans, while the country’s 
relative poverty and rapidly 
growing population, combined 
with its poor human rights 
record, have made the EU estab- 
lishment unwilling to contem- 
plate Turkish membership in 

any mpaningft ll thnCSCale. 

So periodically EU leaders 
embark on an effort to make 
Turkey feel appreciated, while 
avoiding as far as possible any 
concession of substance. 

Such was the mood of EU for- 
eign minis ters at their weekend 
mapting in Mondorf-les-Bainfl. 
Their min ds were concentrated 
by the approaching deadline far 
opening negotiations with the 
nwrt wave of candidates far EU 
membership. On Greek insist- 
ance. that wave will include 
Cyprus, currently represented 
by a purely Greek Cypnot gov- 
ernment which controls only 
three-fifths of its nominal terri- 
tory. . 

Turkey takes a very dim view 
rf this, and has threatened rf 
accession talks start on that 
Kflgic; to abandon any further 
Es VreonifV the island 
through talks between the 


Green and Turkish Cypriots, 
while intensifying the integra- 
tion of northern Cyprus with' 
the Turkish mainland. 

Most EU governments hope to 
avert that threat by includi n g 
Turkey in an annual "European 
conference", of states with a 
“vocation" for EU membership, 
which would bold its first meet- 
ing in London early next year. 
But Turks themselves seem 
more preoccupied with the ETTs 
failure to deliver promised 
financial aid, and with rising 
tension in the Aegean where 
there have been several near 
clashes between Greek and 
Turkish forces in recent weeks. 

The two issues are connected, 
becau se Greece is blocking the 
financial aid until Turkey 
explicitly recognises its borders 
in the Aegean or agrees to take 
any outstanding disputes to the 
World Court 

Such an agreement appeared 
to have been reached at the 
Nato summit in July, but has 
unravelled since for reasons 
that are hard to understand. 
The two countries’ political 
leaders - Costas Simitls and 
Meant Yihnaz - both seem gen- 
uinely anxious to solve thetr dif- 
ferences, but perhaps lack full 
control of their respective 

armed forces. 

The tangle of issues in Cyprus 
and the Aegean remains much 
as it has been since the 1970s. 
But the urgency of unt angli n g 
them has never been greater. 


Jiang comes to town 

Tony Walker, Bruce Clark and James Harding assess the 
importance, and controversy, of the Chinese leader’s US visit 


result is not ‘‘credible’*, says a 
Commonwealth foreign minis- 
ters’ report, the group will con- 
sider calling for further mea- 
sures including a mandatory oil 
embargo, a ban on. air links, anH 
a freeze on flnanpfa l assets of 
members of the regime. 

Such threats might seem an 
inducement for Gen Abacha to 
keep his promise. But be is 
more likely to conclude that 
since the Commonwealth is 
incapable of implementing rela- 
tively modest sanctions threat- 
ened in the past, it will hardly 
carry out the more substantial 
actions mooted now. 

There is a further objection to 
the Commonwealth strategy. As 
the foreign ministers’ report 
acknowledges, Nigeria's transi- 
tion programme is not credible. 
The five political parties 
allowed to function are basi- 
cally fronts far military inter- 
ests. Civilian rule could mean 
little more than General Abacha 
becoming President Abacha. 

Commonwealth leaders can- 
not settle for this. They must 
today spell out the terms and 
timetable on which the pro- 
posed transition would be 
acceptable, including the unim- 
peded registration of genuine 
political parties, the release of 
Chief Abjola and other detain- 
ees, and international monitor- 
ing of the elections. Otherwise 
the Commonwealth risks 
acquiesing in a process which 
simply leaves Nigeria with a 
civilian glove over the military 
fist 


C hina and the US 
stand at the thresh- 
old of a new era in 
relations. But frac- 
tious opposition in 
the US to closer ties complicates 
what is arguably the single most 
important foreign policy partner- 
ship of the post-cold war world. 

This week's meeting between 
presidents BUI Clinton and .Hang 
Zemin is shaping up to be the 
highest-profile su mmi t of the 
Clinton presidency. Meticulous 
preparation - this is the first 
visit to Washington by a Chinese 
head of state in more than a 
decade - reflects the high stakes. 

Success will bolster the US pol- 
icy of ‘’constructive engagement" 
with China, while a setback 
would risk souring relations for 
years and bring repercussions 
well beyond Beijing and 
Washington. 

“It is quite possible the rela- 
tionship between the US and 
China will, more than any other 
foreign tie, define international 
affairs in the first half of next 
century,” says Richard Haass, 
director of foreign policy studies 
at the Brookings Institution. 

A western ambassador in Bei- 
jing describes the s ummi t as of 
the "utmost importance” for 
those in the west and in China 
who want to draw a line under 
the 1989 Tiananmen Square mas- 
sacre. “This is the relaunch of a 
relationship that went badly sour 
in 1989,” he says. 

Quite apart from its foreign 
policy implications, the s ummi t 
is also important politically for 
Mr Jiang and Mr Clinton. Mr 
Jiang will use the visit to 
enhance his standing at home as 
a leader who has overcome the 
stigma of the Tiananmen Square 
massacre and restored interna- 
tional regard for China. Mr Clin- 
ton. who has not secured the con- 
spicuous foreign policy successes 
of his predecessors, will be intent 
on consolidating relations with 
China as part of attempts to bur 
nish his own record. 

Mr Clinton’s speech last week, 
which spelled out why better 
relations with China were essen- 
tia], reflected the importance 
being attached to a successful 
Jiang visit and concerns about 
the possibility of protests mar- 
ring the occasion. It was the most 
comprehensive China policy 
statement of Mr Clinton’s 
presidency. 

"As always, America must be 
prepared to live and flourish in a 
world in which we are at odds 
with China." he said. ‘‘But that is 
not the world we want. Our 
objective is not containment and 
conflict; it is co-operation. We 
will far better serve our interests, 
and principles. If we work with a 
China that shares that objective 
with us." 

Those alms are unimpeachable. 
But US-China policy is buffeted 
by powerful cross-currents from 
human rights activists and 
labour leaders on the left to reli- 
gious campaigners on the Repub- 
lican right. While anti-China 
activism among US politicians 
has waned somewhat, in part 
because of the huge US business 
interests at stake, sections of the 
US public still harbour deep sus- 
picions of China. Negative media 
coverage has added to pressures 
on the administration and 
reflects US difficulties in getting 
to grips with a resurgent China. 

"China is the most difficult for- 
eign policy issue for tbe US,” 
says Farced Zakaria of the Coun- 



cil of Foreign Relations. "Russia 
and China are the two great pow- 
ers outside the International 
order imposed by the US and 
other western powers after 199L 
In a sense the US knows what to 
do with Russia. But China is gen- 
uinely perplexing: a market- 
Leninist society of a kind never 
seen before." 

Conservative groups, among 
tbe strongest critics of the admin- 
istration's China policy, appear 
to have difficulty working out 
what it is they dislike most about 
China. Divisions in their ranks 
was one of the reasons for this 
year’s failed attempt to block 
renewal of China's Most 
Favoured Nation Status. 

"It's obvious we’ve got to inter- 
act with the Chinese, but there 
should be engagement from a 
position of strength," says Step- 
hen Yates of the Heritage Foun- 
dation. "Our answer to the 
debate over whether trade or 
human rights comes first is that 
national security takes first 
place." 

Other conservatives such as 
Jesse Helms, chairman of the 
Senate Foreign Relations Com- 
mittee and a diehard critic of 
China, tend to focus more on 
human rights. "Nobody is saying 
we want a cold war with China.” 
says a Helms spokesman. "But 


we can’t separate relations with 
China from the way they treat 
their own people. There is no 
strategic rationalisation for codd- 
ling human-rights abusers.” 

The mainstream US defence 
establishment takes a fairly 
benign view of tbe China 
“threat" at this stage, while rec- 
ognising that Beijing is intent on 
securing the necessary hardware 
to assert itself regionally. There 
is a small, but vocal, minority of 
US defence experts who believe 
China is actively preparing for a 
high-tech, information-age war 
against the US. 

China, on the other hand, 
appears in no doubt about what 
it wants from relations with the 
US and from Mr Jiang’s visit in 
particular. Tao Wenzhao, deputy 
director of the Institute of Ameri- 
can Studies in the Academy of 
Social Sciences, a government 
think tank, says Mr Jiang aims to 
build on the legacy of Deng Xiao- 
ping who visited the US nearly 
two decades ago. 

“The Deng Xiaoping visit in 
1979 normalised Sino-US relations 
after more than 20 years of con- 
frontation and separation,” says 
Mr Tao. "Jiang’s visit will further 
normalise relations, which have 
been unstable since 1989." 

According to Mr Tao, Mr 
Jiang's trip to the US has two 


broad aims: to stimulate regular 
meetings at tbe highest levels of 
the respective administrations, 
and to secure a "few concrete 
agreements” on such issues as 
military co-operation, non-prolif- 
eration, and trade. Fortunately 
for Mr Jiang, these objectives 
more or less accord with those of 
Washington. 

Among few specific agreements 
expected during the summit is a 
US undertaking to permit the 
sale of US nuclear technology to 
China. This will be done under a 
1985 nuclear co-operation agree- 
ment which requires both admin- 
istration and congressional 
endorsement. 

Ultimately, tbe summit's suc- 
cess will rest on tbe personal 
chemistry between Mr Clinton 
and Mr Jiang. The two have met 
on several occasions at Asia 
Pacific Economic Co-operation 
(Apec) forums. This, though, will 
be the first time they have sat 
down together in the Oval Office. 

If the summit builds a “better 
awareness” of the array of 
national interests at stake, says 
Kenneth Lieberthal, professor of 
politics at the University of 
Michigan, then it will mark a 
"necessary step towards achiev- 
ing a very important objective: 
namely to put US-China relations 
on a stable, predictable and 
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Diamond's 
hard edge 

■ With plans abandoned to 
build BZW into a broad-based 
global investment operation, 
Barclays Bank of the UK appears! 
to have made an embarrassing 

- dimbdown. Tell that to 
smo oth-talking American Bob - 
Diamond. 

Diamond, due of the few 
internal beneficiaries of the 
strategy switch, insists on 
presenting tiie surprise 
turnabout as an exerting 
opportunity. The change of plan, 
he says, is "an opportunity to 
become extremely focused on . 
tbe integration of the credit 
product". 

The new chief executive of 
Barclays Capital - all that win 
remain of BZW fallowing the 
sale of its equities and mergers 
and acquisitions businesses - 
talks persuasively about a 
mature US market and argues 
that the future lies in Europe; 
there, he believes, Barclays 
Capital can make its mark in a 
large, liquid, single-currency 
credit market 

He’s certainly got good reason 
to sound positive, given that the 
imminen t disappearance of 
much of BZW will lift Diamond 

- already on the Barclays Group 
executive committee - several 
rungs up the management 
structure. The 44-year-old has 


moved rapidly since he was 
recruited from Credit Suisse 
First Boston by Barclays chief 
executive Maytin Taylor in July 
1996. 

The man who reputedly 
e arne d more than $5m a year at . 
CSFB and, presumably, a touch 
more now, says he loves to 
"build businesses”. That doesn’t 
stop some at BZW seeing him 
more as a ruthless job-cotter. . 
Sounds like he’s Taylor-made. - 


Trapped 

■ Japanese scientists just might 
have made a breakthrough in a 
problem which has been 
puzzling people for centuries: . 
what is it about Japanese 
physiology that means their 
fondness for alcohol isn’t 
matched by thetr tol erance 
levels? 

In experiments, the scientists 
have found that, when mice are . 
injected with, alcohol, those 
lacking a particular enzyme in 
their brains tak* twice as long to 
right themselv es after being 
flipped on their backs as their 
normal counterparts. It seems a 
sober mouse can get back on all 
fours within a second whfle a 
“normal" but inebriated mouse 
takes 40 minutes: an 
enzyme-deprived but 
alcohol-rich little rodent, 
however, takes 80 minutes. 

What the experiments do not 
reveal is whether 


alcohol-intolerant nude develop 
closer, social ties with their 
felfows after the 80 minutes 
spent rolling around under the 
table andif they would . 
voluntarily repeat the 
experience on a regular bams. 
More, detailed experiments on 
salarymen may follow. 


Mixing it 


M Now that a 25 percent stake 
Is fbr safe In Foinento de 
Constrnecrojoes y Contratas, 
Spain'? largest construction 
ammptmy i alV MatfrM is bunting - 
and that includes the city's bean 
xnonde and its financiers alike. 

' ! TTmiHy siH ywiTig iyhpn the 

stake, worth an estimated $6S0m, 
is befog soM by Alicia 
Koplowitz, one of Spain's ■ 
wealthiest and most glamorous 
businesswdmeh-Evm more 
hforiguing^-eqaally wealthy 
sister Esther teheeping hers. 

Thetwo women, respectively 
the Marquesa de Real Soccorro 
-< fo* Gasa 

Penalver, are daughters of the 
. late ^ Kcn^to'K^towifit, "a 
German Jewwhofled Nazi 
persecution to ftemd tine of 
Spain’sblggert business 
empires. Until now,- they've been 
famous Ah’ sticking together. 

Not only .do they each own2R3 
per cent of the family business, 
bultifeymatried cousins 
Alberto Cortina and Albert 
Alcocer-.who mta swathe 


through Spanish business in the 
late 80s at the helm ofthe 
Koplowitz empire. The two 
women split from their 
husbands at the satyw time and 
were even repealed to have 
offered identical financial 
settlements to each Alberta 
So what’s prompted this 
parting of the ways? Neither / 
sister is saying but those in the 
know claim they’ve fallen out . 
Both have children and the 
suspicion is they couldn’t agree ' 
bow to parcel out such an - 
impressive empire among tbe 
junior Koplowitzs. ' ; 


Shred it 

■ When you delete a fife from 
your computer it doesn't '. 
disappear far good. Instead it 
lurks on the bard disk until the. 
disk is fan and the space it 
occupies is overwritten by new. 
files. All of which threatens to - 
be more than a bit embarrassing; 
now the courts have caught on 
and have taken to collecting; ; . 
hard disks as evidence. - 
American professorand 
author Georgs Friedman has 
come up with an arisweniiis.’ - . • 
very own 'Shredder' software * 
guarantees to exterminate those 
nasty little deleted-hut-not-dead ; 
files far good.' Wfcaifs imdre* frg& : 
already taken, the first order far. 
this inexpensive little gizmo — 
from a law firm. opereting"m : X, ” 
little Rock. Arkansas. 


far more realistic basis. 
"The s ummit is important not 
only Cor the US but far the whole 
of Asia, " be says. "If the relation- 
ship goes awry then conse- 
quences would spill over into the 
region-" 

Mindful of such responsibili- 
ties, the two leaders will strive to 
reach an understanding on such 
vexed issues as what to do about 
continuing instability on the Kor- 
ean peninsula, differences over 
Taiwan, human rights and Chi- 
na’s growing trade surplus with 
the US. 

Beijing and Washington have 
worked fairly closely in the past 
two years to preserve peace 
between the two Koreas: both 
recognise circumstances are vola- 
tile and require careful manage- 
ment In the same way, the issue 
over Taiwan - regarded by Bei- 
jing as a renegade province - 
presents challenges for US and 
Chinese diplomacy to minimise 
risk of conflict 

H nman rights and 
trade are other top- 
ics that, at one 
time or another, 
will cause ruc- 
tions. Mr Clinton will press Mr 
Jiang to expand a human rights 
dialogue along the lines of those 
recently agreed with the Cana- 
dians and Australians. But such 
discussions will hardly solve the 
range of human rights questions 
that bedevil relations: from Tibet 
to the continued detention of 
high-profile 

The trade issue is becoming 
more pressing and risks further 
inflaming anti-China sentiment, 
especially among labour and its 
supporters in Congress. Figures 
showing China had leapfrogged 
Japan in August as having the 
biggest trade surplus with the US 
in that month were hardly auspi- 
cious on the eve of Mr Jiang’s 
visit. The August trade gap with 
China rose by 9.6 per cent to 
$5-2bn, while that with Japan fen 
by 12J per cent to $453bn. China 
is heading far a surplus this year 
of about S50bn compared with 
989Abn In 1996. 

Mr Clinton is certain to use 
these figures to press China to 
further open its economy and to 
make a more generous offer on 
terms for membership of the 
World Trade Organisation. The 
two leaders will focus on ways to 
advance WTO negotiations, but 
agreement on a timetable Is not 
expected. 

One of the most important top- 
ics for discussion will be a return 
visit to China by Mr Clinton. 
Agreement an an early reciprocal 
visit will be a test of the sum- 
mit’s success. 

Another benchmark will be 
media portrayal of the Jiang 
visit, both in the US and in 
China. The administration will be 
hoping that positive images will 
overwhelm the negative, but 
human rights protesters and 
other advocacy groups will view 
the occasion as a golden opportu- 
nity to parade their concerns. 

Mr Jiang, on his first important 
foray abroad since his confirma- 
tion as China's leader at the 
recent 15th Communist party 
congress, will be walking some- 
thing of a tightrope. "Jiang will 
be mindful of the fact he is 
playing to two audiences: Ameri- 
can and Chinese," says Mr Lie- 
berthal “What he is faced with is 
trying to hit a home run in two 
ballparks at the same time. And 
that won’t be easy.” 


100 years ago 

The Dynamite Concession 
Johannesburg: In the course 
of the debatfrin the Raad 
today on the Dynamite . 
C o ncession, President Kroger 
' sfcoutiydefeDded tbe . ■ 
protection of fee concession, , 
and stated that the credit of 
the country would be rained 
if cancenrtfafrwnre- effected. 
There fertSH same hope, 
however, of the fetter .'course 
: befog adopted, as at a private 
meeting of fine Volksraad 
members fest njght, the . 
suggestion that free 
importation of explosives 
should betried, at any rate 
for one year, was favourably 
received, whilst already this ' 
. tinftrning'Mr WrJmarans haa 

< handed in a letter to the •. 
Vplksraad from fee dynamite . 
wmpany goffering a farther 
refection aiTh^fecrownper 
case..-, •• • 

S^D^adraa^i 

. Liquid Latex ’ nw m w td ■ 

demand far rubber latex has . 

, beeDgjven.fflromTTTfiTice by the 
announcement of Harrisons . 

theyhave. 

I a new company to: 
oiDedt li^iid latex from the 

wnnpanteg in thpfr nf 

estates to trtet.it for export . 
Prices far prepmT*&latex are 
fower today than- when sheet 
rubbCT was atfts'lowsffitm .. 
-June.- v- 
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US and China move 


toward nuclear deal 


By Bruce dark In Washington, 

Tony Walker in New York and 

James Harding in Beijtog 


The US said yesterday it had 
made "substantial progress" 
towards a nuclear cooperation 
deal with China that could 
bring tens of biffions of d ollar s 
for US industry and crown t-hic 
week’s US-Cbinese summit 

But President Jiang Zemin, 
making the first state visit to 
the US by a Chinese leader for 
12 years, should expect to 
encounter protests as he 
toured the country, said Made- 
leine Albright the secretary of 
state. The likelihood of pro- 
tests meant the Chinese presi- 
dent “will not have ... a 
totally fuzzy time " during his 
visits to the shrines of Ameri- 
can democracy in Washing ton, 
Philadelphia and Williams- 
burg, she added. 

Talks about certifying china 
to receive US nuclear technol- 
ogy have made “very much 
more significant progress in 


the last week”, said Mrs 
Albright 

As President Jiang flew to 
Hawaii for the first leg of a US 
trip that will reach a high 
point in Washington on 
Wednesday, US companies said 
they expected $3hn worth of 
orders as a result of the visit - 
on top of any power engineer- 
ing business arising from the 
nuclear deal 

Charles Pryor, president of 
the nuclear division of the US 
company Westinghouse, said 
the expected nuclear accord 
was of “enormous importance" 
to his sector because of the 
“market for new plant oppor- 
tunities Is China”. 

Be expected China to order 
between $50bn and S6Gbn 
worth of nuclear reactors over 
the next two decades, with a 
significant portion going to US 
suppliers If the Sino- American 
nuclear accord were sealed 
this week. Mrs Albright said 
President Bill Clinton was 
looking for “clear and unequiv- 


ocal” assurances that China 
would not aid the rearmament 
programmes of countries such 
as Iran which are viewed by 
the US as pariah states. 

Apart from nuclear business, 
a long-awaited Chinese order 
for 30 Boeing aircraft is expec- 
ted to be announced this week. 
Over the past week China has 
agreed to buy 700.000 tonnes of 
US wheat and 500,000 tonnes of 
phosphate. China is also plan- 
ning a cooperative venture 
with US companies to launch 
low-orbit satellites. 

Mr Jiang pledged an Satur- 
day to sign a United Nations 
covenant on economic, social 
and cultural rights, saying this 
reflected China’s commitment 
to human rights at home and 
abroad. Yesterday the nfficial 
Xinhua news agency issued a 
rare admission of fallings. 
“There are still violations of 
human rights in social life,” 
Xinhua said. 


Invention 
could be just 
the job for 
coiour-blind 
workers 


By Roger Taylor 
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Japanese minister warns of 
slump as retail sales fall 


By Paul Abrahams and 
Gil Ban Tett in Tokyo 


Fresh signs of weakness in 
Japanese consumer demand 
have emerged after depart- 
ment store sales fell for the 
sixth successive month in Sep- 
tember. 

The figures were announced 
as a government minister 
argued that last week's eco- 
nomic stimulus package would 
be inadequate to preveit the 
pmn nmy falling into a slump. 

Consumer confidence has 
been badly hit since April, 
when the controversial sales 
tax was increased by 2 percent- 
age points to 5 par cent. 
Japan’s gross domestic prod- 
uct feU 2.9 per cent in. the 
Aprfl-to-June quarter. 

Turnover at department 
stores fell 3.9 per cent to 
Y679bn ($5.6bn) in September. 


This followed a 12 per cent 
decline in August according to 
the Japan Department Stores 
Association, which adjusts the 
figures to account for new out- 
lets. The association blamed 
weak corporate demand and 
the feet that figures did not 
reflect that September con- 
tained one Sunday than 
the same month last year. In 
Japan, department stores open 
on Sundays. 

Shinpei Nukaya, deputy 
director general of the Eco- 
nomic Planning Agency, said 
the economy was marking 
timp and Ila jpl it was hpariing 
for a recession. 

However, Mitsuo Horiuchi, 
inter national trade and indus- 
try minister, warned that a 
“drastic, clear” stimulus pack- 
age, including specific time- 
tables for tax system reforms 
and other measures, was 


required if Japan was not to 
fall into a slump. 

Mr HoriuchTs call came as 
Nikko Research Centre, an 
economic research group, 
unveiled one of the first 
studies on the likely impart of 
tax reforms on the economy. 

In the short term, the 
research suggests, the fastest 
boost to the economy would 
come if the government 
increased public spending or 
cut Income taxes. 

A Yl.OOObn rise in public 
spending would boost GDP by 
0.2 per cent in the first year, 
while a Yl.OOObn cut in income 
taxes would raise GDP by 0.08 
per cent, the research shows. 

A Yl.OOObn net cut in corpo- 
rate tax - which could be 
achieved by cutting the tax 
rate by 2.5 percentage points - 
would have less impact ini- 
tially. 


Amsterdam bourse raided I UK on Emu 


Continued from Page l 


pramming evidence that 
was linked to transactions con- 
ducted for members of a crimi- 
nal organisation. 

They believed share-trading 
accounts, held under code 
names, may have been used to 
launder income from activities 
such as drug-dealing. Other 
alleged offences being investi- 
gated included forgery, paying 
bribes, receiving stolen goods 
and tax fraud. 

Mr Venneulen and two col- 
leagues also detained ova: the 
weekend will have to be 
charged by this morning 
unless a judge rules they may 


remain confined. Amsterdam 
Exchanges (AEX), operator of 
the Dutch equity and deriva- 
tives markets, said it would 
stand by clients of Leemhuis & 
Van Loon. If necessary, it 
would install managers to 
ensure the broker did not have 
its obligations disrupted. 

The AEX was warned last 
Thursday that a raid was 
imminent. In the past few 
weeks it had supplied the 
authorities with documents 
requested about dealings by 
Leemhuis and Capel as well as 
NIB Securities and Gestion. 
These two local brokerage 
houses also had their premises 
searched cm Friday. 


Continued from Page 1 


parliament” and would make 
its decision on "economic, not 
political, grounds”. 

Pla n ned measures to prepare 
for Emu include the possibility 
of allowing the new currency 
to be used in parallel with ster- 
ling and a commitment to try 
to align the UK economic cycle 
with continental Europe’s. 

The new approach to Emu, 
which is one erf the most con- 
tentious issues in British poli- 
tics, has been called “prepare 
and decide” by ministers, in 
contrast to the previous gov- 
ernment’s so-called “wait and 
see” policy. 




Europe today 


Norway mil have snow showers in 
the north and west, with a spell of 
steal and snow In the south. Other 
parts of Scandinavia will have 
isolated showers and sunny spells. 
Overnight rain In Switzerland and 
Austria wHI gradually give way to 
sunny spells. 

The Low Countries and Germany will 
be dry with fog patches, which may 
Unger all day In parts of Germany. 
After the fog, there wHI be sunny 
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Central and southern parts of France 
win have early fog followed by 
sunny breaks. The Mediterranean 
wifi be unsettled with showers. 
Eastern Europe wiQ be cold with 
showers. 
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Five-day forecast 

Eastern Europe wffl remain cold with 
showers or longer spells of rain and 
snow. 

The Mediterranean will have showers 

in many parts, heavy and locally 
thundery. 

Western Europe will stay dry but 
there will be fog in many parts. 

TODAY’S TEMPERATURES 
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SftuBtfon at midday. 7eropersft/ros maximum for day. Forecasts by PA WoetfjaContre 



Maximum/ Bohm 

fair n 

Cardiff 

fair 13 

Frankfurt 


Cektfus/ 

Belfast 

doudy 12 

Casebtanca 

fi*22 

Geneva 

Abu Dhabi 

sun 31 

Belgrade 

shower 5 

Chicago 

doudy 5 

Gfaraftar 

Accra 

sun 31 

Barite 

fair 4 

Cotospw 

sun 6 

Glasgow 

Algiers 

shower 24 

Bermuda 

fair 28 

Dakar 

sun 30 

Hambwg 

Amsterdam 

Mr 6 

Bogota 

fatrlS 

Dales 

sun 21 

Hatetek) 

Athens 

fair 15 

Bombay 

fair 34 

DeH 

sun 27 

Hongkong 

Atlanta 

fafr 19 

Brussels 

fair 6 

Dubai 

sun 34 

Honolulu 

B. Aires 

shower 27 

Budapest 

sleet 3 

DubRn 

fair 12 

Istanbul 

BJfam 

fair 13 

C.hagan 

fair 5 

Dubrovnik 

doudy 14 

Jakarta 

Bangkok 

shower 33 

Cairo 

fate 27 

Edinburgh 

doudy 11 

Jersey 

Barcelona 

shower 20 

Caracas 

fair 32 

Faro 

Mr 23 

Johannesburg 

Karachi 

Kuwait 


cloudy 12 
fair 4 
cloudy -1 


The airline for people who fly to work, 


Lufthansa 


L Angeles 

Las Palmas 

Lima 

Lisbon 

London 

Lux.bomg 

Lyon 

Madeira 


sun 33 
fair 31 
sun 23 
falrto 
WrZ3 
drzZl 22 
cloudy 13 
ft* 8 
sun ID 
far 24 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Meftoume 

Mexico City 

Miami 

Milan 

Montreal 

Moscow 

Munich 

Hskvbi 

Naples - 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Parte 

Fsrth 

Prague 


shower 20 
fair 22 
shower 21 
cloudy 12 
thunder 30 
«m23 
cloudy 24 
. (air 30 
show 14 
sleet 4 
snow -1 
cloudy 3 
fair 28 
cloudy 17 
fair 31 
fair 17 
fair 18 
sun 24 
tab- 6 
fair 12 
far 22 
fair 3 


Rangoon 

Reykjavik 

Rio 

Rome 

S. Frsco 

Seoul 

Singapore 

Stockhokn 

Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Wo ffi ngton 

Winnipeg 

Zurich 


fair 31 
cloudy 9 
thunder 27 
rate 20 
sun 21 
fair 12 
thunder 31 
fair 2 
cloudy 9 
thunder 28 
shower 22 
thunder 27 
fair 19 
cloudy 8 
cloudy 11 
cloudy 14 
cloudy S 
cloudy i 
shower 19 
lair 16 
cloudy 10 
cloudy 7 
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Flying down 


Job discrimination against the 
colour-blind could be a tiring 
of fixe past if two H un g arian 
scientists arc successful in 
protecting a new invention — 
glasses that restore colour 
vision. 

The development will bring 
hope to those who are forbid- 
den from, working as police- 
men Or a yfaw pilots and Who 
struggle, each day to match a 
shirt and tie because of diffi- 
culties distinguishing colours. 

George Abfaham and Klara 
WenzeU of the Technical Uni- 
versity of Budapest have spent 
18 years developing the 
glasses and dte more than 100 
Jobs where colour vision is 
needed. The list indudes fash- 
ion designers, house decora- 
tors and croupiers. 

Mr Abfaham and Ms Wen- 
zell claim their glasses can 
restore fall vision in more 
than one-fifth of cases and 
Hmt the average improvement 
in vision is about 80 per cent 

The glasses only work 
against colour-deficiaicy - the 
inability to ngrrieh col- 
ours - a genetic condition that 
affects about 8 per cent of 
men. They have no effect on 
the less common condition of 
complete colour-blindness, 
found in about 0.5 per cent of 
m »*u and women. 

The two scientists have 
formed their own company, 
Coloryte, backed by First Hun- 
gary Fund, the venture capi- 
talist, having rejected offers 
from Boots, the chemist, and 
two Japanese groups. They 
will start marketing the prod- 
net in the US next month by 
approaching regulatory agen- 
cies responsible for safety on 
pnhHr transport. 

Colour-blindness has 
become a matter of concern 
since a report in March 
revealed that a fatal train 
accident in New Jersey last 
year was caused by a colour- 
blind engineer driving 
through a red signal. Doctors 
had failed to diagnose his 
condition. 

Mr Abfaham Mid Mu Wt*n- 
zell hope to persuade regula- 
tors that their colour-vision 
test is more accurate than 
existing methods M»d that, in 
many cases, a pair of their 
spectacles would make colour- 
deficient people employable. 

The system is based on 
recent research findings that 
colour deficiency is the result 
of receptors tuned to wrong 
wavelengths. The system diag- 
noses which wavelengths eyes 
are attuned to and produces 
coatings tor spectacles which 
adjust the colour spectrum to 
compensate. 

First Hungary Fond is 
investing 812m in the com- 
pany to build production 
facilities. A pair of colour-cor- 
recting glasses is expected to 
cost about $125 more than a 
normal pair. 


Can it be coincidence that British 
Airways' plan to launch its own 
low-cost airline leaks out just as 
Richard Branson gears up for a 
stock market flotation of Virgin 
Express? Very likely not. But for 
BA, much is at stake. To get into 
the “no Mis" market Is undeniably 
a big gamble. It is not just the 
tricky industrial relations implica- 
tions of BA’s more pampered staff 
reacting nervously to the prospect 
of a leaner operation down the road. 
Perhaps more important is .the dan- 
ger that BA’s new operation could 
end up, in large part, cannfhau«ring 
the airline’s own customer base. 

The fact is, however, that if BA 
does not tempt Its more price- 
sensitive customers with a cheap 
and cheerful service from under-' 
rated airports such as London’s 
Stansted. someone else almost cer- 
tainly win. In effect, and ahead of 
its peer group, BA is rightly facing 
up to the reality that low-cost com- 
petition in Europe is here to stay. 
And who knows? If BA's new opera- 
: turn really is given genuine freedom 
! to ran itself entreprenearlally - as 
clearly it must - it could even end 
up teaching the rest of the business 
a thing or two. 

Squeals of outrage from existing 
low-cost operators such as EasyJet 
should be taken with a pinch of 
salt In principle, there is no reason 
why the big boys should be pre- 
vented from having a crack at this, 
market That said, they must do so 
on fair terms; the of preda- 

tory pricing from the low-cost arm 
of a big, financially strong national 
carrier is obvious. Regulators wHI. 
need to watch them like hawks. - - 


Electron i 


General .Motors “H 1 shares retattve 

to the 88P Composite 
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the translation of overseas earn- 
ings. US companies* operating mar- 
gins, which have risen steadily 
since 2991, are now at an historic 
high of 16 per cent. While produc- 
tivity has undoubtedly improved, it 
is questionable how much furt he r 
mar gins f^ n grow from hem 
The consequence looks likely to 
be a slowing in earnings growth to 
between 5 per cent and 7 per cent 
Yet the S&P 500 index is still trad- 
ing at a lofty to times 1998-earnings. 
Such valuations suggest a signifi- 
cant downside risk. . - 


whose revenues are growing atj.0 

per cent to 15 per cent ayear, 

be worth around SS^bn on trine 
times forecast earnings teforeinhj 
ogt tax, depreciation and amortisa- 
Sm (ebitdal - and maybe «ore it 
they were eventually floated off 

S ^[fc?real potential, but also the. 
risk, lies in the development busi- 
nesses. Six years from now. 
DirecTV could have sales of $4bn 
and ebitda of $ibn in the US alone. 
When AT&T took; a £5 per cent, 
stake in DirecTV last year, Strata* 
it at $5.5bn. But since .then sub- 
scriber growth has slowed as man- 
agement - now led by Michael 
Smith, brother of GM*s chairman 
John - has been much 'foore caa- 
tious in expanding, allowing mate; 
such as EchoStar to catch Up. Even 
so, lump in other projects snoras, 
DirecPC and Spaceway, and the bits 

should be worth mare than SSbn in 

total. Add all that together, and 
Hughes shares look at least 10 per: 
cent too cheap. 


US equities . 

Seemingly unpert urb ed by events 
around them, US t-nwipawiiic con- 
tinue to generate solid profits 
growth. There have been a few 
high-profile disappointments, 

I including Merck, Tritwi and Boeing. 
But these have been outweighed by 
stronger than expected showings 
from banks and brokers, oils and 
capital goods companies. With most 
of the third-quarter results dec- 
lared, year-on-year earnings growth 
for the stock market is running at a 
healthy 10 per rent, an d should not 
fan far short of that for all of 1997. 

Next year could be very different. 
Domestic economic growth is mod- 
erating, interest rates are set to rise 
and there is the risk that wage 
costs will finally start to lift. 
Abroad, the ripple effects of Asa’s 
problems will affect US exports and 


Hughes Electronics 

i jTmrhfng the new-loak Hughes 
Electronics has proved trickier than 
gutting (me of the company's satel- 
lites into orbit. Since announcing a 
convoluted restrueturingkif Hughes 
in January. General Motors, its 74 
per cent- parent, has had to secure 
regulatory approval, sweeten the 
deal to win over reincfout share- 
holders and find' a repl&c&nent for 
Hughes’s poached boSs,- Michael 
Armstrong. Shorn of defence and 
auto parts", Hughes? wjiT be the 
world's -largest .manofegtarer and 
operator of satellites amx3t big pro- 
vider of wireless tefodoms equip: 
t p wit On top. it has a-number of 
rapidly growing but loss-making 
development . businesses, primarily 
DirecTV satellite television, and 
more than $2bri.In netSsfih. , 

At $68 a share, Hugfels capital- 
ised at just over $27bBS&round $32 
a share is the value of Raytheon 
stock Hughes holders will get in ex- 
change for the defence and auto 
businesses. The cash accounts for 
another $S per share and the 
group’s majority stake in quoted 
satellite carrier PanAmSat a further " 
$11. That leaves $20 a share or 
roughly $8bn for the other busi- 
nesses. Satellite and telecoms. 


United Utilities x 

That a candidate has befen identi- 
fied to replace Sir Desmond' Pitcher 
as chapman of .United utilities is 
excellent news. Not odly does Sir 
Desmond have a krasy reeprd of co- 
habitation with his chief executives; : 
he has plainly lost the confidence of 
too many shareholders. Understand- 
ably, the company’s ‘ opaque August 
statement left- many investors 
uneasy -Ght whether the succession 
question was being properly tack- 
led. But it evidently Was: 

We are not, however, quite oat of 
the woods. For one thing , the pro-' 
posed .candidate has still .to be 
approved" at a! board meeting tomor- 
row. - Conceivably, - Sir-. Desmond; 
could yet put up ' a fight Perhaps a. 
more likely danger, however; is that 
the handover wlU in. sdme way be 
fudged to save face -Sir Desmond’s 
departure being delayed for a bit, 
say, or his remaining an the board, 
in a nan-exec u ti v e .capacity;' . . . "? 

Any such wheeze should be . 
resisted. Onci a candidate has beep.' 
approved by the board,, a qUick antT 
dean transition -ife needed. jFar one 
thing. Sir Desmond’s presence , con- 
tinues to dbg the share pride. For 
another, this episode has became an 
important broader test of boards' 
responsiveness -to shareholders’ 
concerns over unsatisfactory man- 
agement The 1% institutions have 
made it unusually dear that they 
want Sir Desmond to go in good 
order. It is important that he does. 
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Have you been following events since the 
Amsterdam Stock Exchange merged with the 
EOE Options Exchange in early 1997? 

Did you know that since the merger, activity 
has reached record heights, and that Amsterdam 
is now Europe's busiest centre for equity options 
trading? 

Do you follow the FTSE Eurotop 100 and 
300 indices, created by Amsterdam Exchanges 
and FTSE International to support the growing 
market in pan-European dealing? 

Are you taking foil advantage of Amsterdam 
Exchanges' new integrated structure, streamlined 
trading systems and seamless, risk-free T+3 
settlement? 

Is your Firm already up to speed on the 


advantages of remote membership ? (ff n6r, ids 
only fair warn you that increasing numbers^; 
your competitors are.} 

And do you realise that Arasterdain.B^ges 
is among the leaders In preparing for a painless 
transition to trading and settlement in Euros? 

For even more. mind-«^)ahdirig fe'cts, y j u ’ re 

welcome to come to our spedal UK presencatiW 
in London tomorrow/or in’ Edinburgh on- 
Wednesday. (Derails from 0171 436 4lQl‘> 
like to exchange views .with the professional 
marker on our mutual fottire iii the ige of the 
Euro and in -the next century • - 


A M S T E RO.A M i X CM A N 6 ES > 
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Intervention 
prbires effective 

WASr-tr ^ Direct intervention by 
monetary authorities is 
back in fashion, thank s 
to a stalwart perfor- 
mance by the Hong 
Kong Monetary Autbor- 
,£^1'; .a :.C~ : r J- ViASjSf . ity last week in defend - 

£. ing its dollar peg. The 
HEMA proved it Is pos- 
w.-. » sible to control the 

i exchange rate of an 
overvalued currency 
*#*^***as8»x against market forces. 
Singapore and South Korea have also played 

- their hands well in defending their currencies, 
while the Japanese have “spooked” the market 
so ski l ful ly in-recent months - to rein in the 
dollar - that the market now does it for thren. 
Page 27 

GLOBAL INVESTOR 
A need for timing - and patience 

At what point will It be time to start buying the 
battered markets of south-east Asia? The recent 
history of emerging market crises points to 
tempting 'opportunities once the worst of the 
damage is past Page 24 

bvtbrnatiomal equities 

On the look-nut for HK fall-out 

The flotations last week of France Telecom and 
China Telecom (Hong Kong) offered a sharp con- 
trast in fortunes. The first was a roaring suc- 
cess: The second could hardly have picked a 
worse day to start trading. Page 24 

COMMODITIES 

Central bank sales a worry for gold 

Gold's price is already at a 12-year low. Nickel 
prices are at their lowest level for three years 
and copper ended last week near its lowest for a 
year. Worried producers will be wondering how 
much more damag e the bear market will create 
this week. Page 26 

EMERGING MARKETS 
North Africa offers havon 

Low foreign borro win g and high dollar earnings 
through' tourism and transfer payments have 
intensified Egypt’s hopes that fund managers 
looking for alternatives to unsettled Far Eastern 
mar kets will now reverse a levelling trend and 
increase investments across North African 
markets. Page 26 

INTERNATIONAL BONOS 
Asian credits bear brunt of IwU e riny 

Emerging market bond investors have had a 
rough ride ova: the past tew days, as specula- 
tive attacks on Hong Kang's currency and stock 
market stoked up a sense of bearishness 
towards Asian credits in general. Page 26 

MARKETS THIS WEEK ! 

New York 

With the Asian currency crisis still in full 
swing, the US finanrial markets are likely to 
open in jittery mood today. Page 26 
London 

Having survived a week of upheaval In the way 
the top 100 shares are traded, a big shift in 
perceptions of the government’s approach to 
Emu and a log sell-off triggered by Hong Kong’s 
heavy losses, there are plenty of potentially 
market-moving events this week. Page 25 
Frankfurt 

Frankfizrfs stock market recovered its poise on 
Friday after the sharp tells on Thursday 
induced by the sell-off in Hong Kong: Along 
with less turbulent Asian markets, the DAZ 
received a boost from German price data show- 
ing subdued inflationary pressures. Page 25 

FT GUIDE TO THE WEEK 

- fall listings Page 36 


BMW seen as favourite to buy UK luxury carmaker after Vickers decides to sell 

Rolls-Royce Motor to be sold 


By Alexander NicoU in London 

Vickers will announce today 
that it is putting Rolls-Royce 
Motes- Cars up ter sale in what 
marks a sharp departure from 
the engineering group's previ- 
ous strategy. 

BMW of Germany, which 
makes engines for Rolls-Royce 
and Bentley models, would 
emerge as hot favourite to win 
the last UK luxury carmaker 
to remain outside a larger 
automotive group. 

Sir Colin Chandler, Vickers 
c hai rman, had Insisted until 
now that Rolls-Royce Motor 
Cars was not for sale even 


though the group -is selling its 
medical equipment businesses 
as part of a strategy to focus 
on core Interests, which 
include the manufacture of 
armoured vehicles and propul- 
sion technology products. 

The decision to sell will sur- 
prise experts, partly because 
Rolls-Royce Motor Cars, based 
in Crewe, Is in the late stages 
of developing a new generation 
of Rolls-Royce and Bentley 
models. Although Vickers has 
given no indication of the 
launch date, the new cars are 
expected to be unveiled around 
the middle of next year. 

The company has spent 


heavily to create a body assem- 
bly plant and on reorganising 
Its production line. However, 
its decision to use BMW-built 
engines gives the German com- 
pany a clear inside track 
among car manufacturers 
which might wish to buy it 
BMW has said that it is 
interested in buying 
Rolls-Royce Motor Cars should 
it come on the market It is 
believed to have a further 
advantage in that it has a Jet 
engine venture with Rolls 
Royce, the UK aero engine 
group which is entirely sepa- 
rate from Vickers but which 
retains right of veto on use of 


the Rolls-Royce name. 

Rolls-Royce Motor Cars is 
profitable although its perfor- 
mance is not disclosed. Its fig- 
ures are included in Vickers's 
automotive division, which 
made operating profits of 
£37. 6m ($61-2m) In 1996 on 
turnover of £4 17.5m. The divi- 
sion is the largest within Vick- 
ers, which made 1996 operating 
profits of £ 81 . 7m an turnover 
of £l.08bn from con tinuing 
operations. 

Car sales have been rising - 
L396 Rolls-Royce and Bentley 
cars were sold fn the first nine 
months of 1997, up 9 per cent 
on the period a year ago - hot 


margins have been squeezed 
by discounting, partly because 
of market awareness of immi- 
nent new models. The group, 
which includes the Coswortb 
engine business, bad operating 
profit of £ 9 - 8 m in first half 
1997, down from £13. 5m. on 
turnover virtually unchang ed 
at £200.Gm (£ 1 96.6m). 

For Vickers, which had net 
debt of £37J2m at June 30 1997, 
the sale of Rolls-Royce Motor 
Cars would provide a cash 
boost which could allow it to 
expand in remaining core 
areas. 


MoD in fawik tender, Page 6 


Volume down 


New stars 


Global music market (Sbn) 
40. 


Career revivals 



Hanson 


' voluma of rata to June 30 1907 SquckIH’I 


Puff Daddy 


Unpredictable music 
market hit by low sales 

Record labels reshuffle management to cut costs 





Sin BATTLE 
A series of celebrations 
is planned ter Saturday 
in Nagano, central 
Japan, to mar k the 
start of the lGMLay 
countdown to op en ing 
the Winter Olympics. 
But the enthusiasm Is 
overshadowed by a 
ryiflth-mmp disp ute between the Olympic 
lywrnnittptt and the Japanese about the starting 
point of the men’s downhill skiing race. 

PIPE DREAMS 

European Union energy ministers meet in 
Luxembourg today to renew attempts to agree 
long-delayed plana to break down the power of 
monopoly suppliers and allow competition in 
Europe’s $100bn-a-year gas supply market 

Companies in thin Issue 


Alte ^ 

BA : 

BMW, 

BencaConfia 


Boots 

British Airways 
CNAfc ' 

Camay Pacific 
Cemex 
Otic Pacific 
Coioryte 

EMI 

Easy Jet 
Energy Group 
Ericsson 
Eurotunnel 
Hnmeccanfca 
Hemhfl kw Mangmt 
Foreign & Colonial 
GSkyB 

General Motors 
Granada 
Great Eagle 
Hughes Bectrpnics 


22 

18 

18 

2 

22,18 
18 
10 
20 
20 
22 
20 
18 
19 
IS, 10 
23 
22 

19 
22 

20 
23 
20 
IB 
20 
20 
18 


Intel 18 

James Capet 1 

James Cape! 18 

Lsembufs & Van Loon 1 
Liberty 20 

MCt 22 

Mercedes Benz 20 

Merck IB 

Parisa 23 

PotyGran 18 

Promotes 22 

Rote-ftoyce Motors 18 
SMH 20 

Slno Land 20 

Softbank 20 

Sony ■»» 

Starwood Lodging 22 

Swire Pacific 20 

Telecom tafia 1 

Time Weiner « 

United UtSties 23, 18 
Victors 19 

Virgin Express 
VHro 22 

Waitress 23 

Yanzhou Goal Mining 20 


By AHce Rawsthom 
in London 

No record company likes to 
hear of one of Its stare firing 
her managers in the same 
week that her new album is 
released, particularly if that 
album was the first of four on 
an $85m contract 
This Is the problem facing 
Virgin Records, a subsidiary of 
the EMI group, since the debut 
of Janet Jackson’s The Velvet 
Rope a fortnight ago. It entered 
the US chart at number one, 
before slipping to number two 
in its second week, but sales 
have fallen below expectations 
in other countries. 

Other record labels are also 
facing difficulties. Time 
Warner, Sony and PolyGram 
have reshuffled their manage- 
ment to cut costs and improve 
performance in ah increasingly 

volatile market. 

The immediate problem con- 
fronting the industry is slug- 
gish sales. After a decade 
when sales soared from $l4bn 
worldwide in 1986 to ?40bn in 
1995, according to the Interna- 
tional Federation of the Phono- 
graphic Industry (IFPD, the 
music market stalled last year, 
and fell by 4 par cent in vol- 
ume during the first half of 
1997. 

The market for compact 
discs is mature and sales are 
determined by the popularity 


of new releases. This problem 
Is aggravated by the market’s 
unpredictability. This year’s 
charts have been dominated by 
new names such as the Spice 
Girls, or by established acts 
which have taken off, such as 
The Verve and Puff Daddy. 
Releases by superstars have 
faltered. "Some releases 
haven’t worked as well as we 
expected - and big hits have 
come from nowhere,” says 
Alain Lfrvy, president of Poly- 
Gram. 

In the past record companies 
recouped their investment an 
expensive deals such as Janet 
Jackson's by selling albums at 
premium prices, but pricing is 
now less flexible. 

When record sales first 
slowed, many companies 
responded by spending more 
on marketing, but some com- 
panies are now pruning pro- 
motional expenditure. Manag- 
ers at Virgin Records and 
Warner Bras in the US, Sony’s 
Epic label, and Poly Gram’s 
future appointees' at Motown 
and Island Records, will be 
expected to continue cutting 
costs, while attuning their 
labels to a mercurial market 

They must also address the 
longer-term structural issues 
facing the industry, such as 
the increase in sales of pirated 
recordings, which reached an 
unprecedented $5bn last year. 

In the past music pirates 


concentrated on counterfeit 
cassettes, but reductions in the 
cost of CD production equip- 
ment has prompted them to 
swi tch f ormats. Last month, 
the JFP1 hired the former head 
of the Hong Kong Police’s anti- 
narcotics squad to establish a 
worldwide anti-piracy net- 
work. But the industry must 
mobilise political support to 
yield successful prosecutions, 
particularly in places with lax 
copyright law. 

The internet and other' digi- 
tal distribution systems, such 
as high-speed cable television 
and telecommunications net- 
works, promise to create a 
lucrative, low cost means of 
distribution for music. How- 
ever, the industry cannot real- 
ise its commercial potential 
without legal and technical 
protection to control digital 
transmissions of material, and 
to secure payment for it 

Some progress has been 
made In securing political sup- 
port for the principle of digital 
copyright protection, but the 
music industry's interests con- 
flict with those of the telecom- 
munications and computing 
lobbies in some areas, notably 
bonne copying. 

The resolution of these 
Issues, as much as the fata of 
Janet Jackson’s latest release, 
will determine the music 
industry’s chances of return- 
ing to growth again. 


DTB to launch 
mortgage bond 
futures contract 


By Edward Luce in London 

Deutsche Terrain Bfirse, 
Germany's leading derivatives 
exchange, Is to launch a 
futures contract based on the 
country's mortgage-bond mar- 
ket as part of its drive to gain 
market share in advance of 
European monetary union. 

The future, which would 
enable clients to hedge risks 
against Europe's second larg- 
est bond market, the Pfand- 
brief, is DTB’s latest move to 
win business from the domi- 
nant London International 
Financial Futures and Options 
Exchange. 

Last week DTB overtook 
TJffa 's volumes in trading on 
the benchmark 10-year Ger- 
man government bond future. 
But Liffe, which maintofas its 
market share in short-term 
German and Italian interest 
rate futures and in most 
options contracts, remains a 
much larger exchange than its 
Frankfurt-based rival. 

DTB hopes its decision to 
launch a future an the JSSObn 
Pfondbrlef market - the sec- 
ond largest pool of outstanding 
bonds in Europe after Italian 
government bonds - will 
encourage clients to switch to 
Frankfurt before Emu. 

"The Pfandbrief market is 
one of the most liquid markets 
in the world,” said an nfflrfai 
in Frankfurt. "Having a future 
an Pfandbrief will allow clients 
to hedge against movements in 
the German government bond 
market and in movements of 


the future euro-den ominated 
bond market after 1999.” 

Pfandbrief are bonds issued 
by Germany’s 10 or 12 leading 
mortgage Hanks In exchange 
for accepting a lower coupon, 
investors have legal priority 
over a share of the issuing 
bank's balance sheet - gener- 
ally mortgages but sometimes 
loans. This enables most of the 
banks to obtain AAA credit 
ratings from the US-based 
credit rating agencies which 
lowers their cost of funding. 

Officials at DTB, which is 
aiming to take the lead in 
offering derivatives based on 
the future European single 
currency, believe the Pfand- 
brief future will entice more 
investors away from London. 
The contract, which will be 
based on a basket of Pfand- 
brief bonds, is expected to be 
launched in early 1998. 

Germany's mortgage hanks 
ape preparing for Emu by 
internationalising their Pfand- 
brief offerings. Last week. 
Hypo In Essen, Germany's 
sixth largest mortgage bank, 
became the first to issue a 
Pfandbrief denominated in 
sterling. Other mortgage 
banks have issued global 
Pfandbrief bonds in D-Marks 
and US dollars. “The mortgage 
banks want to capture a wider 
investor base before European 
monetary union." said an offi- 
cial at HSBC Markets, which 
underwrote last week’s ster- 
ling bond. "We are seeing the 
start of a big intemationalisa- 
tion of the Pfandbrief market” 


Eurotunnel 
plan wins 
banks’ 
approval 

By Charts Gresser in London 


Banks holding 97 per cent of 

Eurotunnel’s debt by value 

have agreed to the company’s 
£8.5bn restructuring plan. 
"This is dearly good news and 
we are folly confident of 
reach ing 100 per cent,” said 
Euro tunnel yesterday. 


The plans require unani- 
mous approval from Euro- 
tunnel's 174 creditor banks 
before new credit agreements 
can be signed with the tunnel 
operator. This is expected next 
month. 

The company’s debt cur- 
rently trades at 54’Ap in the 
pound, and has strengthened 
over the past few mnwfliw. as 
confidence has grown that the 
deal win go ahead. In July, 
Eurotunnel debt was trading 
at under 50 per cent of its face 
value. The company Is still 
negotiating with the UK and 
French governments to win an 
extension of its operating 
licence. 

In July, the company 
reached a provisional agree- 
ment with both governments 
to extend the licence by 34 
years to 99 years. This was 
seen as an important factor in 
persuading Eurotunnel’s small 
French shareholders to back 
the restructuring in July. 

Last month, the UK’s 
Department of Transport said 
it was seeking changes in the 
agreement It wanted a firmer 
commitment from the com- 
pany to increase rail-freight 
shipments, and suggested it 
might demand a bigger share 
of future profits if this were 
not achieved. 

Eurotunnel is believed to 
have suggested that it could 
cut rates for start-up freight 
projects on a case-by-case 
basis. But it is reluctant to cut 
overall freight tariffs, which 
would affect the revenue and 
cash flow projections In its 
restructuring prospectus. 

An interna] report, circu- 
lated to both governments, 
has also concluded that mov- 
ing freight through the tunnel 
by rail costs broadly the same 
as it does by lorry on Euro- 
tunnel’s freight shnttles. 

The freight industry esti- 
mates, however, that it costs 
2% times more to move a 
tonne of freight by rail as it 
d oes by lorry. 

Eurotunnel will be anxious 
to settle the issue of its licence 
extension soon because it 
plans to issue warrants in the 
new year whose value will 
depend in part on the exten- 
sion of the concession. 
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By Mtdm! Skaphtker In ; 
London 

EasyJet, the- UK-based 
cut-price airline, said yester- 
day it would take legal action 
against British Airways if the 
large carrier set up its own 
no-frills operation. 

Stelios Haji-loannou, 
EasyJet’s chairman, said he 
believed any decision by BA to 
set np a low-cost carrier would 
be an abuse of its do minant 
market position. Mr HaJi-foan- 
nou said BA had discussed 
acquiring EasyJet during the 
past year. He was concerned 
the large carrier might use the 
information gained to make its 
push into the low-cost market 

BA, which earlier this year 
began a study of the no-frflis 
market said yesterday that it 
had not made a final decision 
about whether to launch a low- 
cost carrier. But BA is believed 


to be close to a decision, with 
an announcement possible as 
early as next month. 

BA is believed to have con- 
cluded that it could no longer 
ignore the low-cost, no-frills 
airlines, such as EasyJet, 
Ryanair of Ireland and Richard 
Branson's Virgin Express. Cut- 
price competition from 
EasyJet was one reason BA 
decided last month to abandon 
its loss-making service from 
London’s Heathrow airport to 
Inverness in Scotland. 

Ryanair and EasyJet both 
plan to expand their services 
between London and continen- 
tal Europe. Virgin Express, 
based in Belgium, recently 
announced plans to float in 
Brussels and New York to 
finance its expansion- 

BA is thought to have dis- 
cussed establishing a low-cost 
base with two London airports, 
Stansted and Luton. Stansted 
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is the more likely, as Luton is 
congested. Industry observers 
say BA is considering leasing 
four Boeing 737-300s [at next 
summer, which could be used 
for a low-cost airline. 

BA talked to Ryanair about 
acquiring it a few years ago, 
but turned its attention to 
EasyJet during the past year. 
BA is believed to have told 
EasyJet that it was worried 
that an acquisition would not 
win the approval of the UK 
regulatory authorities. 

Mr Haji-loannou said yester- 
day he did not believe BA 
could argue that launching a 
cut-price alternative would 
enhance shareholder value. Hie 
said if BA went ahead, he 
would allege the sole purpose 
would be to drive companies 
such as his out of business. 
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Hong Kong’s market has brought adversity and opportunity since the fall 

China share listings postponed 


By John Rkfcflng m Hong 
Kong and Jamas Harding 
In Beijing 

Hong Kong share issues hy 
China -controlled companies 
are being postponed as a 
result of the sharp foils and 
volatility in the territory’s 
stock market, raising con- 
cerns about an important 
source of funding for main- 
land companies. 

Casualties so far include 
the planned flotation by 
China National Aviation 
Corporation (CNAC), one of 
the biggest by a mainland 
company, which had been 
expected to raise more than 
HKgl.lbn (US$l42m). Yan- 
zhou Coal Mining said at the 
weekend it would also delay 
its planned Hong Kong list- 
ing. Several other mainland 
companies are reviewing 
proposed issues. 

"Despite the encouraging 
preliminary investment 
response we believe market 
conditions are currently 
unfavourable,” said Luo Tai- 
yan. executive director of 


Great Eagle cancels rights issue plan 


Great Eagle, the Hong Kong property 
developer, yesterday cancelled plans for a 
HK$L08bn (US$140m) rights issue to fond 
the acquisition of US hotels, writes John 
Ridding. Despite the cancellation, which 
was blamed on "rite exceptional deteriora- 
tion” in Hong Kong stock market condi- 
tions, the group said proceeds from a 
HK$i.QSbn share placement and easting 
working capital would allow it to complete 
existing projects. The company announced 


the rights issue last month to fimd expan- 
sion into the US hotels market through the 
purchase of stakes in six Fairmont Hotels 
and the formation of an alliance with Prince 
Alwalsed bin Talaal bin Abdnlaziz al Sand, 
a Saudi investor. 

Under the terms of the placement, the Lo 
Ying-shek family will subscribe to 84m new 
shares at HKS13 per share and participate 
tn a 1-foNS beams issue of warrants. Shares 
have also been placed with institutions. 


Yanzhou Coal, the mining 
group based in China’s 
north-east Shandong prov- 
ince. 

CNAC said its recently- 
completed international 
roadshow had been well- 
received, but that the 
"extreme volatility" of trad- 
ing on the Hong Kong stock 
exchange had "made it 
impossible to determine an 
issue price reflecting the 
company’s business and 
prospects". 

Industry analysts said the 
duration of delays would 


depend on whether the Hong 
Kong market recovered. "If 
this proves short-lived then 
the problem won't be too 
serious,” said an investment 
banker involved in one 
China issue. "The worry Is 
protracted turbulence, which 
conld really mess up funding 
plans for a number of big 
mainland companies.” 

While New York, London 
and Singapore have 
attracted mainland Uwting g, 
Hong Kong's stock market 
has developed as the most 
Important source of interna- 


tional capital for mainland 
industry, with combined flo- 
tations by "red chips” and 
H-shares totalling more than 
USHSbri in the first eight 
months of this year. Red 
chips are the Hong Kong 
arms of mainland businesses 
or government agencies, 
while H-shares are Hong 
Kong listings of mainland 
state-owned enterprises. 

Following Last month’s 
Communist Party Congress, 
in which President Jiang 
Zemin placed priority on 
reform of ailing state-owned 


enterprises, investment 
bankers in Hong Kong antic- 
ipated a steady increase in 
issues. Goldman Sachs, the 
US Investment bank identi- 
fied at least 10 H-share list- 
ing fl fflTiffMatps which could 
raise more than USSZbn over 
the next six months. It said 
many red chip issues woe 
also in the pipeline. 

Red chips and H-shares 
have plunged In Hang Kon g 
over recent months, felling 
by about SO per cent since 
their August peaks. 

Both indices stage# a 
strong rebound on Friday, 
boosted by a recovery in 
China Telecom, the US$4bn 
flotation that fell on its 
debut on Thursday. But ana- 
lysts said sentiment 
remained fragile. 

Apart from CNAC, the 
commercial arm of China’s 
aviation regulator, and. Yan- 
zhou Coal, question marks 
hang over proposed listings 
hy the business arm of the 
Tianjin municipal govern- 
ment, and Sichuan Chemical 
Works. 


Falling prices spark 
buy-back opportunity 


By Louise Lucas 
In Hong Kong 

Hong Kong companies last 
week took advantage of 
plummeting share prices to 
buy their own shares - and 
so help support the market 

Asian companies have 
been slower than their west- 
ern counterparts to launch 
share buy-backs, although 
Hong Kong stock market 
rules paving the way for 
buy-backs were announced 
in April 1991. Moreover, 
Asian buy-backs tend to be 
opportunistic rather than 
strategic. 

The most active buyers 
Last week were big compa- 
nies that previously exer- 
cised buy-back programmes, 
including Cathay Pacific and 
parents Swire Pacific and 
Citic Pacific, as well as Sino 
Land. 

"It Is a very standard reac- 


tion to severe market 
shocks. If the market were to 
continue to operate at these 
kinds of levels I would not 
be surprised to see more,” 
said Michael Sargent, direc- 
tor of Asia-Pacific equity 
research at Salomon 
Brothers. 

Kam-mmg Wong, head of 
Hong Kong research at SBC 
Warburg Dillon Read, said 
the companies buying back 
shares were trying to send 
two signals: they believe 
their stock Is cheap, and to 
improve earnings per share. 

So for there is no evidence 
that companies have been 
taking advantage of the low 
prices to snap up others’ 
stock - although disclosure 
rules allow 10 days before 
this has to be made public. 

But brokers reckon it is 
likely Li Ka-shing, the 
tycoon who controls two of 
Hong Kang's biggest compa- 


nies and who in August 
started buying into Jardine 
Matheson and its property 
arm Hongkong Land, has 
been adding to these stakes. 

Some of the biggest share 
buy-hacks have been by red 
chips, the mainland backed 
companies. First Shanghai 
Investments, whose share 
price fell 30.5 per cent on 
Thursday to HK$1.07, bought 
19.2m shares two days previ- 
ously at a price of between 
HKXL65 and HK$L75. 

Citic Pacific,' China's main 
international investment 
agency, bought back 2£3m 
shares at prices ranging 
from HK$35.80 to HKS37.50 
on Tuesday - higher than 
the bargain HK$33 at which 
Larry Yung, chairman, and 
other directors bought a 15 
per cent stake last Decem- 
ber, but sharply lower than 
the HKS53JS year high. , 

But by Thursday the ppce 



The Hong Kong market suffered its worst fall for a decade 


Fleming 
launches 
African 
debt fund 


By Joel Nbaxo 

Fleming Investment 
Management, the fond 
management group* ts to 
launch a $30m fund to buy 
African debt for Korean 
investors. 

The fund manager said 
the current turaunZ in world 
markets presented a good 
opportunity to buy into 
Africa and the fond had 
been established In response 
to investors that had 
received favourable returns 
from other emerging 
markets such as Russia and 
Tn flin. 

The African Emerging 
Markets Debt Fund, a fixed 
income fond being launched 
tomorrow with Korean firm 
Hanfl Securities, wDl invest 
about 60 per cent of its $30m 
in South African debt. The 
remainder win be invested 
In Ivory Coast, Kenya and 
Nigeria. 

Fleming said 12 Korean 
institutional investors had 
already subscribed to the 
fund to complete its 
financing: 


of Citic Pacific stock was 
lower than any of these at 
HKS3O30. 

Several companies 
returned to the market each 
day last week as their shares 
foil, including Swire Pacific, 
the British-controlled con- 
glomerate, and Sino Land, 
the property developer 
Whose chairman, Robert Ng, 
took one of the biggest hits 
during the 1987 stock market 
crash. • 

Another daily; ps^dvantg? 


South China Brokerage, a 
local .securities company, 
boughfc. back 16m shares; It 
paid a TnflTftmim HK$0-245 

on Monday and HKJ0.189 an 
Thursday, when its share 
price closed at HK$0.178. 

"It’s a prudent move hy 
corporates, particularly, if 
their share price Is below 
book value - so long as you 
have the money In the bal- 
ance sheet,” said Steve 
Thompson, chief analyst at 
NUcko. Research CepteKHK). 


Atthough many of Africa’s 
stock markets escaped a 
retreat last week. South 
African government bonds 
and shares fen sharply as 
they followed the tread in 
world markets. But Fleming 
suggests the fundamentals 
and high real yields should 
provide a cushion. 

Keith Swabey, of 
Flemings, said: "Bond yields 
of about 14 per cent in 
South Africa and 27 per cent 
in Kenya make this a good 
time to launch this 
fund. 

"Although there are some 
short-term concerns with 
world markets currently 
being unsettled, in the 
medium-term the African 
story stands on its own 
merits.” 

The establishment of the 
new fond is the second time 
Fleming has linked up with 
Hanil. The first fund 
launched in April raised 
325m and was invested in 
Ukrainian, Russian and 
Indian debt. 


unite against 
Liberty chief 


By Robert Wright 

The StewarMJberty femfly, 
founders of Liberty. 
upmarket retailer, have 
joined with Brian Myerson, 
once their fiercest critic, m 
an effort to depose liberty's 
chairman, it emerged yester- 
day. 

The surprise alliance rep- 
resenting 44 per cent of the 
Liberty shares, makes It 
almost certain that Denis 
Cassidy, Liberty chairman, 
will be forced to stand down 
at an extraordinary meeting. 

The groups want to elect 
two nonexecutive directors 
to the board: Mr Myerson, 

whose Concerto Capital Cor- 
poration, based on his fami- 
ly’s investments, controls 17 
per cent of the shares; and 
Odile Griffith, financial 
adviser to five immediate 
Stewart-Liberty family mem- 
bers who control 27.2 per 
cent. Neither Mr Myerson 
nor Ms Griffith would say 
yesterday which of them 
would take Mr Cassidy’s 
piarw as chairman. 

Mr Myerson first invested 
in Liberty in 1992 and ran a 
two-year campaign, which 
succeeded in 1994, to end the 
exclusion of most non-family 
shareholders from voting 
rights. 

However, Ms Griffith said 
yesterday that the two sides 


had maintained a dialogue 
-in, a rather civilised way" 
Since Mr Myerson had 
invested in liberty- . 

She said: iff *■ fair to say 
that the finally would not 
have initiated the process of 
enfranchisements But that’s, 
now water under the 

bridge.” -■ ■ 

The two groups are 
unhappy with the perfor- 
mance of Liberty, which has 
a qaggbjp store on Regent 
Street, London, and is 
famous for its distinctive 
printed fabrics. They are 
also unhappy ' with the 
amount of infonriation pro- 
vided to shareholders. 

Mr Myerson- and Ms 
Griffith met Mr Cassidy on 
Friday to suggest their elec- 
tion to the board but were 
rebuffed. They said yester- 
day they would be unable to 
work with him because of 
his past opposition to share- 
holder representation. 

Mr Myerson said yesterday 
that Liberty's £69-2m market 
capitalisation represented 
little more than his £55m- 
£ 60 m estimate of the value of 
the group’s main asset, the 
Regent Street store. 

Mr Myerson and Ms 
Griffith would pay particular 
attention to Liberty's devel- 
opment plana . and to the 
£40m investment programme 
at the main store. 


Buys lift Softbank 


By Paul Abrahams, Tokyo 

Softbank, the Japanese 
software wholesaler and 
magazine publisher, posted 
half-year net earnings up 33 
per cent from Y4J5bn to 
Y6bn ($4 9. 5m). However, 
operating profits fell IB per 
cent from YUflm to Y2bn 
on sales up 13 per cent from 
Y863bn to Y9&5hn for the 
six months to the end of Sep- 
tember. Recurring profits 
improved 38 per coot from. 
Y8.4bn to YlL7hn. 

A substantial proportion 
of net warnings and turnover 


increases was due to acquisi- 
tions, but no inflection was 
given of the performance of 
the underlying businesses. 
Raming s per share actually 
fell from Y97.81 to Y59.I6. 
following its huge share 
issue to pay for acquisitions. 

Net profits of Y12m were 
forecast for the full year, 
compared with Y10.55bn. 
Earnings per share would 
fell from Y144.03 to Y117.16. 
Recurring profits would be 
Y25bn against Y23.41bn cm 
sales up 6.7 per cent to 
Y220bn_ The dividend was 
predicted to beheld at Y20. 
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Granada Group considers sale 
of GSkyB minority holding 


By John Gapper, 

Media Editor 

Granada Group.; the leisure 
and media group, is consid- 
ering the of a minority 
stake in its Granada Sky 
Broadcasting pay-television 
subsidiary in an effort to 
improve the City’s percep- 
tion of the lossmaking 
venture. 

Granada currently owns 
60 per cent of GSkyB, with 
the rest of the equity held by 
British Sky Broadcasting, 
the satellite broadcaster. 

GSkyB both re-packages 
Granada productions, and 
commissions programmes 
far the pay TV market 

Granada is considering 


selling a 20 per cent stake in 
GSkyB - which has so far 
failed to attract strong view- 
ing figures and is losing 
about £3-5m a year - 
because it believes the ven- 
ture is being consistently 
undervalued by analysts. 

Although Granada has not 
yet reached a firm estimate 
of the value of GSkyB, it 
wants to crystallise Its value 

in a giiriilwr manna- tO a deal 
in March in which a value rif 
£370m was pot on two satel- 
lite channels carrying BBC 
programmes. 

The reYiannalw — UK Gold 
and UK Living - will form 
part of a package called UK 
TV, which is being launched 
this week as a joint venture 


w?th Ftextech, the pay-tele vi- 
sfon campany controlled by 
Telecommunications Inc of 
the US. - 

UK Gold, a channel using 
the programme libraries 
of the , BBC and Thames 
' Television, which is owned 
by Pearson, the owner of 
-.the Financial Times, is 
' likely to he mare valuable 
; than the Granada Plus 
' equivalent operated by 
GSkyB. 

However, Granada wants 
to capitalise an its strength 
as a leading production com- 
pany for the rrv network. 

Apart from the Granada 
Plus channel, GSkyB also 
operated Granada Good 
Life, a lifestyle channel 


split into ; several 
segments. -• / -- 

Gh-anada is lately to seek 
a strategic investor to 
take the minority interest 
in GSkyB, although iicould 
also allow BSkyB to. increase 
its stake. . . 

The purchase off- a stake 
would , provide a clear value 
for the channel for the first 
time. 

The , move comes as 
television, companies are 
showing greater interest 
in producing programmes 
to sell to a growing 
number of pay-television 
channels 

These will rise dramatic-. 

ally next year with the intro- 
duction of digital television.' j 


Smart plant opens amid doubts 


By Haig Simonian, 

Motor industry 
Correspondent 

Europe's most innovative 
new car plant will be opened 
by the leaders of France and 
Germany today amid con- 
tinuing doubts about the 
demand for its products. 

President Jacques Chirac 
of France and Chancellor 
Helmut Kohl of Germany are 
due to head about 1,000 
guests at the opening cere- 
mony for the new Micro 
Compact Car plant at Ham- 
bach in eastern France. 

The factory, operated by 
the joint venture between 
Mercedes-Benz and Switzer- 
land's SMH watches group, 
best known for the Swatch, 
will build the Smart, an 


innovative two-seater car 
just 23m long. 

Output of Smarts, princi- 
pally designed for urban use, 
is scheduled to reach. 200,000 
units a year at full swing. 
Sales of the vehicle will start 
in continental Europe In 
March with prices between 
DM16,000 (£5,634) and 

DM21,000 (£7,394). 

The Smart, which is pow- 
ered by a high-technology 
660cc petrol engine coupled 
to a six-speed automatic 
gearbox, is expected to offer 
unprecedented fuel econ- 
omy. A later turbo-diesel 
version should be erven more 
frugal, while the range will 
eventually be completed 
with a hybrid variant using 
a tiny electric motor on each 
Wheel, 


Production methods at the 
plant, which employs more 
than 2,000- people and is 
located just inside the 
French border near the Ger- 
man city of Saarbrflcken, are 
almost as revolutionary. 
MCC has appointed a hand- 
ful of key suppliers - called 
system partners - to pre-as- 
sexnble important sections of 
, the vehicle adjacent to the 
production line before firm! 
assembly by MCC employ- 
ees. 

This has helped reduce the 
final assembly -tune for the 
Smart to about five hours. In 
an equally unusual move for 
the motor industry, the sys- 
tem partners have agreed to 

share some of the risk, with 

payments linked to produc- 
tion levels for the vehicle. 


Although Mercedes-Benz 
and SMH said they Were cote 
'fident about demand for the ' 
Smart, analysts have -raised : 
doubts about whether the 
public will respond as 
favourably, in spite of rising 
concerns about environmen- 
tal issues and urban conges- ' 
tion, which the vehicle -is 
designed to address. 

~ Nicholas :H*yek, chairman 
of SMH and the man behind 
the original concept for a 
riuy “Swatcirinobile’V 
remains confident Mr Hayek 
a®ued in an interview that 
European and US carmakers - 
have to move into such^ 
niches to avedd befog over- 
taken by -foreign compete ■ 
tors. 7- 
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Villepinte 


THE PARISIAN 


MONUMENT 


WORLD 
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VISIT FIRST. 
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PARIS has taken a gamble involving culture, 
imagination and audacity ... 

PARIS has also taken a gamble on 
business ... 

The PARIS-NORD Villepinte exhibition 
centre is a choice venue, whose outstanding 
facilities are devoted to professional and 
international trade shows and exhibitions. 

Its excellent location, 
near the Roissy Charles 
de Gaulle airport; its 


infrastructures; its comfort; its facilities; its 
services: all are specially devised to facili- 
tate meetings as well as the approach of 
major international markets. 

PARIS-NORD Villepinte, the Parisian, 
monument that is visited by the greatest 
number of businessmen worldwide. 

PROMOSALONS LONDON 
Tel.: 017 1 221 3660 
Fax: 01 7 1 792 3525 


fac ii nut n g mi mum 

PARIS-NORD w«& site: http://www.expoparisnord.com e-moii: info @ expoperisnord.com 
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$1.6bn write-off 
puts Boeing in red 

Boeing of the US has announced anet loss of $696m Ear 
the tirird quarter after a $L6bn pre-tax,' write-off to take 
account of production bottlenecks and late del ivery costs. 
Hie group, the world’s biggest aircraft maker, warned 
there might be ftather writfrofft during the fourth quar- • 
ter after its decision on the future of the McDonnell Doog- 
Tag r-hrfi aircraft programme- Boeing acquired McDormeD. 
Douglas earlier this year. • . 

Phfflp nmdtt, chairman. said he expectedto announce 
Boeing’s de cision on the future of the McDonnell Douglas 
aircraft early next month. 

The third-quarter loss compared With a net profit of 
$4fi6m in the same period last year. The loes.per share 
was 72 cents! compared with earnings of 48 cents last 
thne-Sales were $lL4bn, against ?9bn. . 

; Midtael SkapMcer, Aerospace Corre s pandeni 

■ MEXICO 

Strong peso lifts Cemex 

Cemex, the world’s tided largest cement producer, yester- 
day reported a third quarter net profit of 1.9bn pesos 
($243m), a 45 per cent real increase in peso terms over the 
« urmp period in 1996, and, owing to .the appreciation, of the 
peso, a K per cent increase in dollar terms. 

Net sales in the third quarter-totalled 7.8bn pesos, an 11 
per cent increase in peso terns. Operating income was 10 
per cent higher in peso terms m thfi third quarter at 
1.87bn pesos. Cemex said cash flow increased 9 per bent in 
the third quarter to 2.49bn pesos, while financial costs fell 
27 pa cent to 976m pesos. Leslie Crautford, Mexico (Sty 


■ HOTELS 

Starwood Lodging 


forecasts 


Starwood Lodging, the US hotels group that last week 
made a $9 .8bn agreed bid for the nrhotels and casino 
group, yesterday reported better-tban-es^iected funds from 
operations of $4a8ra for the third quarter, pp93 per cent 
from $25.3m a year earlier. 

Starwood lodging’s structure comprises a hotel-owning 
real estate investment trust, or RETT, and a hotel manage- 
ment and operating company. The RETTside.af the busi- 
ness pays no tax, an advantage' the company put to use in - 
the third quarto- by acquiring equity interests in 20 prop- 
erties with 5,700 rooms for $720m..The figures did not 
include anycontributLons from Westin Hotels & Resorts, 
which Starwood agreed to' acquire during the quarter, or • 
freon ITT, whibh is not expected to be acquired until the - 
first quarter of next year. : - Bichard Tomkins, New York 

■ RETAILING - . r • ••. . • • v v ’ 

Promodes pojsed for Portugal buy 

PrombdSs, the French, retafler engaged in a iwetOebid for " 
its rival Casino, ie adding to its Portuguese activities. The 


E i Mi I: j w tosbh 


so-called “maxi-discounter” . ft said a ■memorrodum dff 
understanding liad Just been signedihr.tfae.sate. . 

Lojas de Desamto has a network of 125 Mrdprepdnut-"' 
lets mainly situated in the Iisboha^T<^ regLba.Thfi 
1996 turnover of this netwo rk totalled ItecS&Sm. : 

/-'Xtaoj dOwerKParis 

■ CORRECTION • 

MCI ' 

An article in Friday’s Ftoapd^Taaies.otiM fhtrd- 


long^ istance calling revenues and tfs.overall revenues 
were down slig ht l y during the latesTquarter. These com- 
parisons were with the preyibos three mbntto compared 
with the same period in 1996, longrdistance iemraes wen 
LSper cent higher, and overall revenues 2#per cent. 


THE REPUBLIC OFARGENTB^Al- 
NEW MONEY BOND DUE IS99 : 

Notice fc Wttfgiyen Him for <he ; iqterek perkd 

October jTMx, 1997 «d eadiog on Ajxfl.27ih:t9$B; 
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COMPANIES AND FINANCE 


set to make executive decision 


•The fate of Sir Desmond 
Pitcher, diairman of United 
Utilities, could "be decided 
tomorrow when a new. non- 
executive chairman is pres- 
ented .to -the board of the 
nudb-udlity. . 

. Institutional investors, 
which have been waiting for 
.‘news of a replacement for 
two months, are likely to 


welcome the development. 
One said that he had expec- 
ted to hear “some thing in a 
wedt or so'b time” but felt 
increasingly impatient at the 
perceived delay. 

There has been friction 
between shareholders and 
the board since the summer 
as an Influential group of 
investors pushed for a 
replacement to Sir Desmond 
by the ehd of ting year. 


The company made an 
enigmatic statement after a 
special board meeting in 
August when it promised an 
“Immediate announcement” 
about the succession issue 
some time in the autumn. 

If subsequently indicated 
that an announcement could 
be expected at the interim 
results at the end of Novem- 
ber. “They are redefining the 
meaning of autumn,” said 


one disgruntled investor. 

However, it is unclear 
whether the board will 
accept the chosen candidate. 
Sir Desmond, who is not due 
to retire until 2000 when he 
is 65, is set to attend 
tomorrow's regular board 
meeting. 

“It’s not agreed yet,” said 
one company insider. “A big 
problem could arise over the 
transition timetable." 


Shareholders want a rela- 
tively short handover period. 
They feel that a new 
appointment should have 
time to prepare the company 
for the newly liberalised 
electricity market next year 
and for the not regulatory 
price review in the water 
industry the year after. 

Sir Desmond, who was 
unavailable for comment 
last week, is a veteran of 


many boardroom battles, not 
just at United. He resisted 
pressure to clarify his execu- 
tive role last year when 
shareholders publicly 
objected to the size and com- 
plexity of pay packages 
awarded to the executive 
team. Brian Staples was 
ousted as chief executive at 
the end of July. 

It is felt unlikely that the 
new non-executive chairman 


will be Sir Peter Middleton, 
the non-executive director 
who met many institutional 
investors to hear complaints 
about Sir Desmond's role. 

The chosen person is 
expected to meet the execu- 
tive directors late today 
although one executive said 
he had not been told of any 
meeting on Friday. 


Lex, Page 20 


Peabody in £77m 
Turkish investment 



By Virginia Marsh - 

A US -Turkish consortium 
including Peabody, part of 
the UK’s Energy Group, has 
won a tender to acquire a 
power plant in Turkey for 
$125m (£77 Jm). 

The consortium, in which 
Peabody has- a- 25 per cent 
stake, plans to invest a fur- 
ther $70m-$100m to modern- 
ise the 45QMW. Kabgal coal- 
fired plant which is being 
sold as part of Turkey's 
privatisation drive. 

The investment, which is 
subject to Anther negotia- 
tion, would be Peabody's 
first generation project in 
-Europe. The company is the 
world's largest private coal 
producer. 

The consortium is believed 
to have' been the only inter- 
national group bidding for 
Kangal which is in a remote 
part of eastern Turkey. How- 
ever, it is adjacent to a mine 
owned by Koc Holding, Tur- 
key's largest conglomerate 
and the main participant in 
the consortium with a 50 per 
cent share. ' 

The consortium — whose 
third partner is NRG a sub- 


sidiary of. Northern States 
Power Company of the US - 
has also bid for two power 
distribution companies and a 
600MW power plant. 

The distribution compa- 
nies cover Istanbul and the 
Versa- Yelova area. Under 
the tender terms, the consor- 
tium will not be allowed to 
buy both. 

The results of the three, 
remaining bids are not 
expected until early next 
year. 

Yesterday's announcement 
follows the award early this 
week of contracts to three 
international consortia con- 
tracts to build six big power 
stations with capacity total- 
ling 5.200MW. 

This was the first step in a 
privately financed expansion 
programme for the country’s 
energy industry that will 
require investment of $4bn a 
year for the next decade to 
help meet accelerating 
demand for electricity. 

However, lawyers have 
warned that existing legisla- 
tion imposes too many state 
controls, making the 
projects difficult to 
finance. 


Parisa 
lays down 
cut-price 
challenge 

By John Wtflman, 

Consumer Industries Ecfitor 


Britain's third-largest 
off-licence chain is to launch 
a cut-price challenge to the 
supermarket groups which 
have taken more than half 
the alcoholic drinks market 
in recent years. 

Parisa, which owns the 460 
off-licences sold in August 
by Greenalls Group, has 
already re-opened 12 as 
Booze Buster shops, under- 
cutting supermarket prices 
by up to 30 per cent. It plans 
to convert a further 50 and 
extend the concept more 
widely by franchising inde- 
pendent off-licences. 

Nader Haghighi, managing 
director, said he had the 
backing of most of the large 
drinks companies and brew- 
ers. which are keen to 
redress the balance in the 
off-sales market “They are 
fed up of supplying the 
supermarkets at the dis- 
counts they demand." 
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Pile it high, sell it cheap - Parisa’ s lively fascia at Buckley, north Wales 


Iranian-born Mr Haghighi. 
38. became managing direc- 
tor of Greenalls’ off-licence 
division three years ago 
after overhauling the 
Thresher chain owned by 
Whitbread. In August, he 
bought the division from the 
Warrington-based pub group 
for £56m with the backing of 
CVC- Capital Partners and 
NatWest Ventures. 

He said at tbe time he saw 
opportunities for consolida- 
tion in the sector to fend off 


the supermarkets, and 
expressed an interest in 
acquiring another nhain 

The Booze Buster launch 
is an effort to revive the 
community off-licence with a 
no-frills format which he 
describes as “pile it high, 
sell it cheap”. 

The stores will sell 
branded spirits such as 
Teacher's whisky and Gor- 
don's gin at £9.99 a bottle - 
between £L50 and £2 cheaper 
than tbe supermarkets. Carl- 


ing Hack Label lager will 
cost 59p a can - a 26p dis- 
count. “The supermarkets 
have had it their own way 
too long,” said Mr Ha g hi g hi. 
“We have the buying power 
to get the best price and pass 
it on to customers " 

“The supermarkets have 
picked off the big retailing 
sectors one by one - petrol, 
newsagents, florists, butch- 
ers, fishmongers and off-li- 
cences. We are saying 
enough is anniigh and that 


1997 is the year when bal- 
ance will be restored to the 
market.” 

Mr Haghighi said he had 
already been approached by 
some 2S0 independent opera- 
tors keen to adopt the fran- 
chise. 

Parisa already includes 
Wine Cellar, an upmarket 
chain where customers can 
taste the wines. Mr Haghighi 
plans to develop other retail- 
ing concepts to focus on par- 
ticular consumer groups. 


F&C 

underlines 

global 

ambition 


By Jane Martinson, 
Investment Correspondent 

Foreign & Colonial 
Management is considering 
further acquisitions as it 
bids to become a leading 
global fund manager. 

The investment group, 
which on Friday appointed 
Robert Jenkins as chief 
executive, is keen to expand 
in continental Europe and 
the US. 

James Ogflvy. who moves 
from chief executive to 
chairman, said tbe group 
was keen to increase 
organic business and to 
“dig est ESN”, one of the 
UK's biggest pension funds 
which FAC bought a year 
ago. However, be said: “If 
we are going to get to the 
size necessary (to compete 
globally] then acquisitions 
are most likely on the 
cards.” 

F&C, which began as an 
investment trust for mainly 
retail clients and is now 
majority owned by Ger- 
many’s Hypo-Bank, cur- 
rently has £29bn under man- 
agement The ESN Pension 
Management Group, the 
electricity industry pension 
scheme which the group 
bought for £53m, contrib- 
utes £15.5bn of that sum. 
However, the scheme’s 
trustees will be free to 
appoint new managers from 
next spring. 

Mr Jenkins is currently 
managing director awl chief 
operating officer of Credit 
Suisse Asset Management, 
which has about $88bn 
(£23.4bn) under manage- 
ment He previously worked 
for Citicorp, tbe US bank. 
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Cantonese cuiskie to face 
Waitrose’s take-away test 


By Peggy HoOmger 

Waitrose may soon be 
selling fThineno ready meals 
to Hong Kong consumers fol- 
lowing a business venture 
wfo I^arkr 'un d ' rate of 

the region’s largest super- 
market chains. 

.The UK food retailer, part 
of the John Lewis depart- 
ment store group, has begun 
exporting its own-bJ^and chil- 
led dinners to Hong Kong in 
an attempt to build an inter- 
national export arm for its 
south of England-based 
supermarkets business. 

Its move comes as other 
British retailers explore 
expansion opportunities in 
Asia. Two months ago Tesco, 
the UK’s largest supermar- 
ket chain, moved a senior 
manager to Hong Kong to 
research opportunities. 

It is thought that the 
group is particularly inter- 
ested in the rapid develop- 
ment of hypermarkets in 


Asia, led by European opera- 
tors such as Carrefour and 
Makro. In Malaysia.' 1 for 
example, supercentres and 
hypermarkets are estimated 
to bejncreasing sales by at 
least 15-20 per cent a’yean. • 

• Analysts said the export of 
own-label product was a use- 
ful way to build a brand 
presence in the region. “The 
Far East is a very big oppor- 
tunity for UK food opera- 
tors," said one. “You have 
huge centres of population 
all concentrated in central 
areas, with under-developed 
food markets." . 

Waitrose said* however. It 
had no plans to expand in 
the region. It was merely fly- 
ing out a very narrow range 
of about five chilled meals 
for sale in the Park and Shop 
supermarkets. Tbe company 
said tbe export trial began 
about a month ago and it 
was too soon to say whether 
the range would be expan- 
ded. So far, however, the 


products had proved popu- 
lar, in particular the pre- 
pared Italian meals. 

Marks and Spencer, which 
sells packaged foods in its 
Hong Kong stores, tried a 
similar -venture about nine 
years ago but the project 
was soon abandoned. The 
company said it had proved 
too expensive to fly the chil- 
led foods out to Hong Kong, 
given the low sales. 

“We withdrew because the 
cost of selling it on the con- 
sumer would have been so 
high that it was not a viable 
proposition,” said Tracey 
Nelson of M&S. 

^Moreover, demand for con- 
venience products was not 
as developed as in the West 
“In a society which still eats 
and cooks predominately 
Chinese," said Ms Nelson, 
“and with a high dining out 
mentality [among middle to 
upper class consumers Jthe 
size of the market is as yet 
still comparatively small.” 



i Another new. smai -business warts to 

non-iimrcea become your customer. So how do you 

tel the difference between an opportunity 


products - 
bringing all your 
business decisions 
into focus. 


andarisk? 

At last DSB offers a new vision to help 
your judgment find fts range. The tads 
and figures, from the right angle, in 
perfect focus. 

The facts?? 

DSB’s new non-limited products - 
bringing & your business decisions into 

locus. V- 
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We are sub-Saharan Africa 
banking specialists focusing on 
corporate and project finance 
advisory services and the 
procurement of debt and equity 
funding to support your investment 
plans. We provide a full spectrum 
of treasury, trade finance, metals 
and risk management services. 

As the international arm of 
the Standard Bank Group of 
South Africa, few can match our 


An eye 


to Africa. 


A vision 


world-wide 


understanding of the changing 
African markets and the oppor- 
tunities they offer. 

We are in London, New York, 
Hong Kong, Jersey and the isle 
of Man. 

if you’re talking business in 
or out of Africa, talk to us first. 
Talk to Alan Jacobson 
on +(44 171) 815 3082 
or Simon Morgan 
on +(44 171) 815 4107 


LONDON: 

Standaid Bank 
London Limited 
Tel: (44 171)8153000 
Fax:(44171)8153099 


NEW YORK: 

Standard 
New York. Inc 
Tbi: (1212)4075000 
Fax: (1 212)4075025 


Standard Bank 
London 


A member ot the Standard Bank Group of South Africa 


HONGKONG: 
Standard London 
(Asia) Limited 
Td; (852)28227888 
Fac (852) 2822 7999 


JOHANNESBURG: 
Standard Corporate 
and Merchant Sank 
Tab (2711)6382885 
Far (2711)6366117 


Standard Bar* London Is ro^datod by Tito SocutMm and Futures Amfwtty and Is a member ol dm London Stock Exchange, (he London Breton Mama) Association and ms London Metal Exdiange 
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A need for timing - and patience 


*r<3panga$te WW7 


At what point wm it be time 
to start buying the battered 
markets of south-east Asia? 
The recent history of emerg- 
ing market crises, after all, 
points to tempting opportu- 
nities once the worst of the 
damage is past. Anyone buy- 
ing Mexican stocks at the 
trough of the market in 
early 1995 has since seen 
them more than doable in 
d ollar terms. 

WUl a similar effect be at 
work in Asia? After last 
week’s fresh bout of turmoil, 
most of the region’s curren- 
cies are clearly below the 
level suggested by analysts’ 
calculations of “fair value”. 

Only Hong Kong, whose 
unique political status and 
commercial role require a 
stout defence of the dollar 
peg, still suffers from the 
overvaluation that until 


recently was widespread 
across the region. 

As the chart shows, equity 
markets of the worst-affected 
countries are down by 40 per 
cent or more in local cur- 
rency terms since the begin- 
ning of the year. Add in cur- 
rency depreciation and the 
stock markets have more 
than halved from a foreign 
investor's point of view. At 
some point, these markets 
will surely start to look like 
bargains. 

That moment is always 
hard to pick. There are 
sound reasons for thinking 
that Mexico’s astonishingly 
speedy recovery since 1995 Is 
the exception rather than 
the rule. Several of the 
factors at work in Mexico’s 
case do not apply with the 
same force in south-east 
Asia. 


The first of these factors is 
the political will for change. 
Mexico's elite was grimly 
determined to bring about 
economic recovery, and will- 
ing to pay a high price in 
lost output and political 
unpopularity in order to do 
so. It is far from dear that 
the mwp sense of determina- 
tion has yet taken bold in 
south-east Asia. 

Even those countries, such 
as Thailand, which have 
drawn up sweeping plans for 
reform have yet to demon- 
strate a real appetite for 
their ruthless implementa- 
tion. 

A second difference 
between Mexico and south- 
east Asia is the external 
environment. Mexico’s huge 
neighbour, the US. was 
growing rapidly during the 
period of recovery, creating 


healthy dem and for newiy- 
competitive Mexican 
exports. Global interest rates 
were falling, permitting 
quick refinancing of out- 
standing debt on favourable 
terms. 

The US is also an impor- 
tant export market for 
south-east Asia, and Its 
growth continues. But there 
the similarities end. Japan is 
a much more important mar- 
ket for south-east Asian 
exporters than for Mexico - 
and its economy is still 
mired in recession. And the 
global interest rate environ- 
ment. although still not 
threatening, offers less In 
the way of Immediate oppor- 
tunities than in 1995-96. 

Perhaps the biggest differ- 
ence between the two crises 
lies In the developments that 
preceded them. The south- 


east Asian countries had 
pegged their currencies 
against the dollar for longer 
than Mexico, and the 
assumption that the peg 
would continue bad become 
much more deeply 
ingrained, leading to high 
levels of unhedged dollar 
indebtedness. The regional 
property boom, fuelled by 
overvaluation and rapid eco- 
nomic growth, was also 
more intense. 

This means that compa- 
nies and banks in the region 
are heavily exposed to the 
consequences of devaluation 
and a property price col- 
lapse, in ways that are still 
difficult to quantify. Indeed, 
many of the companies con- 
cerned may not yet fully 
appreciate the damage. 

Against this background 
of gloom, there are a few 
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positive points. The underly- 
ing dyna mi s m of the south- 
east Asian economies is 
high, and the competitive- 
ness of tht»iT manufactured 
exports hag been trans- 
formed by devaluation. 
Reform policies, although 
likely to be patchily imple- 
mented, are none the less on 
the way. Closed-end country 
funds, selling at big dis- 
counts to net asset value, 
offer a cushion of protection 


to investors seeking expo- 
sure to the region- 
The balance of these argu- 
ments suggests that the bot- 
tom in the region’s markets, 
although not yet reached. 
may not be far away. A final 
f lurry of despair is lately to 
accompany the revelation of 
just how badly the Kg banks 
and companies have been 
affected. Thereafter, the 
worst will be over and recov- 
ery can begin. To that 


»»tent- the Mexican parallel 
is relevant. 

But the speed of Mexico's 
restoration to favour may 
not be matched in south-east 
Asia’s case. It goes without 
saying that investors who 
decide to' increase exposure 
to the region over the next 
few months will require 
strong nerves. But they may 
also need a more unusual 
quality among investors: 
patience. 






Axa-UAP 
scanned for 


recovery 

signs 


Axa-UAP and Ste Centrale 
da GAN’S first half results 
will be closely watched by 
analysts for signs of sus- 
tained recovery in the life 
insurance,. business within 
France, Iq the~l$Sp budget 
the tax break on . revenues 
from life Insurance policies 
is to end, intensifying pres- 
sures on an already increas- 
ingly competitive market 
Analysts said Axa-UAP 
will on Thursday report a 
first -h^lf apt profit in the 
range of FTPi3.02fca to FFr4bn 
($66.4m) while GAN said last 
month its results for the six 
months to June, to be 
announced tomorrow, will 


be close to break-even. Axa- 
UAP is reporting interim fig. 
ures for the first time follow- 
ing the merger of the two 
component companies, 
which for accounting pur- 
poses took effect from Janu- 
ary. Analysts see Axa-UAP** 
full-year net profit in the 
FFr6.3bn-FFr7.4bn range. 
UAP’s life business in 
France has been a problem 
area, noted one Paris-based 
analyst 

GAN said that its first half 

B tewill include charges 
^u^FPrSOOm far its UK 
'harness, with a further 
FFr500m for M exceptiona] 
provisioning” understood to 
be related to an off-balance 
sheet loan. 

This compares with a loss 
of FFi965m in the first half 
of 1996, . AFX. Paris 


FI 328m a year earlier, 
according to analysts' esti- 
mates. 

Pieter van Gelder. at Delta 
Lloyd, is forecasting net 
profit of FI 376m with the 
pharmaceuticals and chemi- 
cals activities set to make 
the strongest contributions 
to profit growth. 

Iris analyst Marc van 
Geest expects third-quarter 
net profit of FI 415m. He said 
pharmaceuticals sales will 
show strong growth for the 
Remeron anti-depressant, 
especially . jh the US where 
the product was introduced 
at the end of 1996. Continu- 
ing restructuring in the coat- 
ings businesses relating to 
the merger of Akao with 
Nobel will continue to affect 
results positively. 

.AFX Amsterdam 






compared with FFrlOOm. 

AFX Paris 
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■ BAT Industries, which is 
merging its financial ser- 
vices arm with Zurich, the 
Swiss insurer, is expected to 
report on Wednesday a tell 
in nine-month pre-tax profits 
from £2.02bn to £l.76bn 
($SL85bn). In addition to US 
tobacco settlement provi- 
sions, the third quarto- has 
been damped by an addi- 
tional £78m provision for 
Allied Dunbar for sorting 
oqt Its pensions mis-seDing 
cases. 


per cent, still some way 
behind Tesco’s 6 per cent. 
Nevertheless, this could be 
regarded as a good perfor- 
mance, given last year's flat 
volumes at the interim 
stage. 


profits are expected to be 
about £62m(Jl00.4m). 


■ Akzo Nobel will repeat an 
Thursday third -quarter net 
profit of between. FI 376m 
and FI 415m ($2l0m), up from 


■ Generate des Eanx on 
Wednesday is expected to 
report first-half net profit of 
between FFrI.7bn and 


FFr3bn ($502 -2m), up from 
FFr808tn, according to ana- 
lysts’ forecasts. Much of the 
increase will come from 
exceptional gains, but the 
figures will also hi g hli g ht 
improvements in the group’s 
ongoing business. 

An analyst at a French 
bank said he was forecasting 
net profit of FFr3bn, but said 


limited significance should 
be attached to the net figure. 
The net profit figure will be 
muddied by a lot of positive’ 
ex ce ptional items,” he $airi_ 
Exceptionals could total 
FFi29bn. but the figure pub- , 
lished will be at the compa- 
ny’s discretion. Net profit on 
ordinary activities is likely 
to be about FFrl.lbn, 


■ J Sainsbury is expected to 
report interim pre-tax profits 
of about £400m ($648m) on 
Wednesday, up from £3S3m 
last time. But the market 
will be, as ever, mare inter- 
ested to see if the UK's ance- 
largest food retailer Is clos- 
ing the sales gap on its rival 
Tesco. Excluding new space, 
sales are forecast to rise by 4 


■ Pilkington. the glass- 
maker, is - expected on 
Wednesday to unveil news 
on job cuts as part of a 
restructuring aimed at 
bringing the company's cost 
base into line with interna- 
tional competitors such as St 
Cobaif^PPG and Glavbarbel. 
Mike Bets, at Goldman 
Sadis, reckons the company 
needs to reduce its labour 
costs by £l20m. which would 
lead to a 4 per cent lift in 
operating margins. These 
have averaged 8.4 per cent 
over the past 10 years. Ana- 
lysts now believe that job 
losses will exceed the 2,000 
announced by Paolo Scaroni, 
Pifidngton’s new chid execu- 
tive, in June. Interim pretax 


■ The media will have its 
first opportunity on Thurs- 
day to quiz British Telecom- 
munications’ top executives 
gincp the takeover battle for 
MCI entered its most recent 
phase. Fresh from haggling 
with GTE and WorldCom, 
Sir Peter Boufield, chief 
executive, is expected to 
rninmniM profits before tax 
of £640m-£650m ($L05bn) for 
the half year. The figure will 
be -Struck after charges total- 
ling about £250m. 


■ Danka Business Systems 
is expected to report on 
Thursday interim pre-tax 
profits of £42.5m ($68 5m). 
giving earnings per share of 
13p, as analysts watch for 
more mews an the integra- 
tion of last year’s £438m 
acquisition - of Eastman 
Kodak's photocopying busi- 
ness. 
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On the look out for HK fall-out 


The flotations last week of 
France Telecom and China 
Telecom (Hong Kong) 
offered a sharp contrast in 
fortunes. 

The first was a roaring 
success. France Telecom 
shares, offered to institu- 
tional buyers in the privati- 
sation at FFr187 ($31.75) 
each, surged to FFr215 when 
trading started on Monday. 
Fund managers, whose 
orders had been only partly 
filled because of the volume 
of French retail demand, 
rushed to buy. 

Although the price later 
fell back, investors had 
secured a handsome opening 
day premium. Retail inves- 
tors, who were issued shares 
at FFr182 each, did espe- 
cially well. Some analysts 
said the issue was arguably 
underpriced, but it was 
nonetheless a coup for the 
company and the govern- 
ment 

The second could hardly 
have picked a worse day to 
start trading. On Thursday 


the Hong Kong stock market 
fell by 10.4 per cent, and ft 
was in to this deluge that 
CTHK made its entry. The 
shares had been listed in 
New York the previous day 
and had fallen sharply 
because of turmoil on the 
Hong Kong exchange. 

Launched at an institu- 
tional price of HK$11.80 
($1-52) and a retail price of 
HK$1L68, the shares dropped 
to HK$10.55 on their first 
day’s trading, with heavy 
institutional selling, espe- 
cially from the US, reported. 
The fall was in line with the 
overall market but its 
impact on investors, espe- 
cially retail holders in Hong 
Kong, was greater. 

Many had bought the 
shares on the grey market at 
prices above the final issue 
level and before Hong 
Kong’s share and currency 
crisis became acute. 

Ironically, it was the 
strength of that early inter- 
est that encouraged the 
issue’s global co-ordinators. 


Goldman Sachs and China 
International Capital Corpo- 
ration, to, raise the pricing 
range 10 days before the del- 
uge. FTOxn an original range 
of HK$7.75-HK$10, they 
increased it to HK$9.50- 
HK$12IKK 

. If the range had not been 
raised. Investor s might still 
have had an opening day 
premium. In the event, they 
did get a second day pre- 
mium thanks to heavy sup- 
port for the shares in the 
market from underwriters, 
as the broader market recov- 
ered. The shares ended on 
Friday at HK$1225. 

Will the Hong Kong tur- 
moil have any impact on the 
big International offerings 
still pending? Analysts and 
bankers said any damage 
would be minimal, but offi- 
cials at the Italian Treasury 
must be relieved that the 
m a mm oth Telecom Italia 
issue has been, dosed. 

However, there is likely to 
be more concern in Austra- 
11a, where the government is 


in the middle of privatising 
Telstra, the national tele- 
coms operator. International 
roadshows will get under 
way in the next few days. 
Domestic interest is heavy 
and at least two-thirds of the 
issue could end up in local 

hanrifl- 

Bankers familiar with the 
Telstra sale said that 
because it was “first and 
foremost a domestic event”, 
there should be few worries 
on the international front. 
European and US investors 
had also shown good early 
interest, they said. 

Nor is the Hong Kong 
Issue likely to cause any 
immediate change to plans 
by the Hungarian govern- 
ment, and Deutsche Telekom 
and Ameritech, to sell a 
stake in Matav, Hungary’s 
national operator, next 
month. That offering, which 
at $770m-$L2hn will be the 
biggest from the region, is 
the last of the Mg European 
state sell-offs due in 
1997. 
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• Cargo Insurance 

1 Marine Hull & Shipowners' Liability Insurance 
• Space & Aviation Risk Insurance 
•Motor Insurance 

• Life, Personal Acctdenf & Health Insurance 

• Liability insurance of Non - Marine Carriers ’ 

•Technical Risk Insurance 
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THE NEW LOUIS-ULYSSE CHOPARD WATCH 
EXCLUSIVELY LAUNCHED AT GARRARD. 


From 27th October to 7th November, Garrard will exclusively launch the limited edition 
Louis-Utysse Ghopaid watch at the *Wbrid of ChopartT exhibition, where you win also be 
Invited to enter a prize draw to wfri a weekend for two in Geneva. 
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HEAD OFFICE 


MANUFACTURE 


THE CROWN JEWELLERS 

112 Rogers Street. London W1A ZJJ. Tfefc Ql?1 73d 7020 
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MARKETS: This Week 


With tbe Asian currency v - 
crisis still inMlswlng - 
aud its ripples finally 
making their way to Wall 
JStreet in the form of a 4 per 
.cant fell in the Dow Jones 
fadustrial Average and a 
boM market rally late last 
week - tbfi;tJS financial . 
markets are likely to open-in 
littery mood today. Provided 
this latest flare-up in 
international markets does 
not take hold more widely, 
though, the effects may and 
up. being mildly positive for 
US stock and bond prices.. 

•- AQ eyes will be on Alan 
Greenspan, who is due to 
appear before the joint 
economic committee of 
Congress on Wednesday. 

The Federal Reserve 
. chairman is expected to 
maintain his earlier hawkish 
tobe. painting to an eventual 
interest rate increase. The 
Asian debacle may affect the 
timing of such a move: most 
analysts expect its effect on 
the US economy to be mildly 
deflationary, as the region 
shrinks as a market for . 
American goods and Asian 
exporters become more 
competitive.. 

' Mr Greenspan's attention 
wifi remain largely on the 
domestic economy, though. 
Here, too. Wall Street ' 
expects generally positive 
news this week. The 
employment cost index, due 
on Tuesday is expected to 
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have risen 0-8 per cent in the 
third quarter, the same Level 
as the previous quarter. 

That would suggest that the 
cost pressures that Mr 
Greenspan has warned of 
remain in riw*. 

An expected 0.5 per cent 
fell in September durable 
goods orders, to be reported 
Wednesday, would also be 
positive for bonds - though 
Friday’s advance report on 
third quarter GDP is likely 
to point to a continuation of 
economic growth above the 
long-term sustainable rate. 


There will be precious little 
respite for the London 
equity market’s hard pressed 
tradere this week. 

Having survived a week of 
upheaval in the way the top 
100 shares are traded, plus a 
big shift in perceptions of 
the government's approach 
to Emu and to cap it an a big 
sell-aff triggered by Hong 
Kong’s heavy losses, there 
are plenty of potentially 
market-moving events this 
week. 

First, global markets will 
have to negotiate what could 
be another tricky week in 
Far Eastern markets; 
another slide in that region 
could see panic return to the 
UK equities market 

In a thin week for 
domestic economic news, the 
market will be keenly 
waiting to hear what Gordon 
Brown, the chancellor, says 
about the government's 
attitude to Emu. 

That apart, it win be news 
from overseas, most notably 
the US, that win provide the 
driving forces for London 
shares. Most significant of 
the US events is the 
testimony to the US 
Congress's joint Economic 
Committee by Alan 
Greenspan, chairman of the 
US Federal Reserve, that win 
be carefully scrutinised for 
clues as to whether the Fed 
might sanction a rise to US 
interest rates after its next 
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FOMC meeting, scheduled 
Cor November 12. 

Dealers may also begin to 
position themselves for the 
next meeting of the UK’s 
Monetary Policy Committee, 
due on Thursday week, 
which may well bring a 
further rate rise. 

On the companies front, 
third-quarter numbers from 
BAT Industries are expected 
on Wednesday along with 
Interims from J Salnsbury. 
An glian Water kicks off the 
' utilities ‘ interim reporting 
season on Thursday. 


Frankfurt's stock market 
recovered its poise on 
Friday, after the sharp fells 
on Thursday induced by the 
sell-off in Hong Kang. 

In late electronic trading, 
the DAX index of the biggest 
company shares was up 
about 2 per cent at about 
4,050. Along with less 
turbulent Asian markets, the 
DAX received a boost from 
German price data showing 
subdued inflationary 
pressures. 

Tomorrow, the six German 
research institutes will give 
their verdict on how the 
economic recovery is 
progressing. This will be 
important following the 
Bundesbank's decision this 
month to raise the 
short-term repo rate, by 
more and earlier than most 
analysts had expected. 

Data last week confirmed 
that economic growth is 
gaining momentum. The 
manufacturing sector in 
particular is growing 
strongly, hanefitfng m part 
from surging overseas 
demand. However, despite 
increased activity the signs 
that inflationary pressures 
remain relatively tamp mean 
that most analysts do not 
expect another move 
upwards in German interest 
rates far some time yet 

Economic data due this 
week includes plant and 
machinery orders. Orders 




Central bank sales a worry for gold 


The bears have metal 
markets in a tightening hug. 
Worried producers will be 
wondering how much mare 
damage those bears will cre- 
ate this week. - 

Gold’s price is already at a 
12-year low. Nickel prices 
are at their lowest level for 
three years and copper 
ended last week near its low- 
est far a year. 

US funds have been 
mainly responsible far push- 
ing down metals prices, trad- 


ers suggest. The funds 
started to sell base metals 
because of the turmoil in 
Asian markets and ' the 
impact this mi g ht have on 
the region's economic 
growth. 

The implications are seri- 
ous far base metals,” says 
Wiktor Bielski, 1 analyst at 
Deutsche Morgan Grenfell. 
“Japan, Korea, Taiwan and 
the Asean economies com- 
bined account far 20-30 per 
cent of world [base metals] 




consumption and China 
another 7-8 per cent If con- 
sumption growth slows in 
these economies, the impact 
on demand will be signifi- 
cant This suggests that base 
metal prices may struggle 
far the rest of the year, or at 
least until some stability 
returns to Asian markets.” 

The US foods sold gold 
heavily on Friday after a 
panel of experts recom- 
mended that Switzerland’s 
central bank should sell 


1,400 tonnes of the precious 
metal from its stocks if the 
country stops backing its 
currency with gold. 

The proposal would be 
subject to a papular referen- 
dum which could not be held 
before early-1999. "The 
worry is that the Swiss have 
reminded other central 
banks that might want to 
sell some gold that they had 
better rush for the exit,” said 
Nick Moore, analyst at Flem- 
ings Global Mining Group. 


“Funds looking to make 
bear profits in gold will con- 
tinue to work this theme far 
a while and further test of 
the downside, perhaps to 
$300 an ounce, can’t be ruled 
out” Gold fell 5 per cent to 
$309 in New York on Friday. 

Jim Lennon, of Macquarie, 
the Australian h ank , points 
out that "gold producers will 
be motivated to hedge their 
production before any more 
central bank sales farther 
depress prices.” 


Intervention proves an effective strategy 


Direct intervention ’by 
monetary authorities is back 
in fashion, thanks to a stal- 
wart performance by the 
Hong Kong - Monetary 
Authority . last week in 
defending its dollar peg. 

Like Argentina in the 
wake of the 1995 Mexican 
peso crisis, the HKMA 
proved it is possible to con- 
trol the exchange rate of an 
overvalued currency against 
market forces. 

Singapore has also played 
its hand well in defending its 


currency, while South Korea 
has cushioned the won's fell 
with well-timed interven- 
tion. And the Japanese have 
"spooked” the market so 
skilfully in recent months - 
to ’ rein fat the dollar - that 
the market now does it far 

thwm. 

The Bank of England 
wants to be able to do the 
same thing. The only prob- 
lem is that it doesn't have 
any money to Intervene 
with. 

A little-noticed discussion 


in the Bank's Monetary 
Policy Committee minutes 
of the August meeting, 
published last month, of 
“alternative policy instru- 
ments” endorsed interven- 
tion in foreign exchange 
markets. 

"There was a consensus 
that intervention was worth 
contemplating but only if it 
was accompanied by credible 
actions to put the economy 
on a course consistent with 
the inflation target In those 
circumstances, it could help 


bring about an adjustment 
in the exchange rate, which 
might otherwise be more 
contracted,’* the minutes 
said. 

Neil MacKinnon, chief 
economist at Citibank in 
London, said he was "very 
surprised” by the commit- 
tee’s opinion. ”Z hope they 
don’t go down that route, 
because their track record 
has been so bad,” be said. 

Mr ManUinnnw said inter- 
vention “could send entirely 
wrong signals" to the mar- 


ket. But Paul Meggy est at 
Deutsche Morgan Grenfell, 
said intervention could help 
the Bank curb the pound’s 
recent overshoots. 

The Bank has yet to work 
out a deal with the Treasury 
over the division of foreign 
exchange reserves. At the 
moment, the reserves 
remain in the Treasury's 
hands. 

The publication of the 
Bank of England biD, expec- 
ted this week, should clear 
the way for an agreement 
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are expected to have risen 
robustly again in September 
but less than the strong rise 
seen in August. 

On Wednesday, Deutsche 
Bank will present a report 
an its b usiness in the first 
nine months of ttn» year. 
Also on Wednesday, Audi, 
the luxury division of 
c a rm a ke r Volkswa gen, will 
give an overview of its 
business year. KhefometaH, 
Bewag and Dresdner Bank 
are all holding press 
conferences during the 
week. 




Both stock and-bond 
markets will he watching 
developments in south-east 
Asia very closely this 
week: Thursday's plunge in 
the Bang Seng Index sent 
the Nikkei 225 tumbling 
3 per cent 

The main MflcVpi inrlwf 
recovered somewhat an 
Friday, but at one stage 
dipped below 17,000, which 
rang warning bells with 
many traders. 

The other two main 
indices, the Topix and the 
Nikkei 300, continued to 

fan. 

Some dealers now believe 
there is nothing to stop 
t, he Nikkei sas falling 
to 16£00 or even lower, 
in the absence of more 
active government 

intervention. 

The bond market also 

reacted strongly to regional 
events at the end of 
last week. On Friday 
morning the benchmark 
Japanese gov e r nm ent bond 
yield fell to a record low of 
L685 per cent, although it 
crept up again in later 
trading. 

Domestic news on the 
economy has hardly 
been encouraging, 
either government 
pronouncements were more 
downbeat last week, and 

retail sales figures 
for September showed 
no improvement in 




depressed consumption 
levels. 

Data to watch this week 
include the Bank of Japan's 
quarterly repeat on Monday, 
September industrial 
production on Wednesday, 
and the national consumer 
price index for September on 
Friday. 

Also released on Friday 
are various labour market 
indicators, which may 
show a flattening of 
employment growth, 
adding to the economic 
gloom. 






HONG KONG 

Brokers are wary of calling 
the Hong Kong market this 
week: farther volatility is on 
the cards before any clear 
direction is established after 
the recent turmoil. In the 
first four days of last week 
the benchmark Hang Seng 
Index shed some 23 per cent; 
on Friday it rebounded 6.9 
per cent to close the week at 
11,14134. 

However, the jitters 
remain. Concerns over 
higher interest rates after 
the banka hiked their prime 
rates yesterday stand to 
dampen demand in the prop- 
erty market at a time when 
the government has vowed 
to boost land supply. 

While most market partici- 
pants have been assured of 
the government’s commit- 
ment to the currency peg - 
which came under specula- 
tive attack last week - the 
cost of maintaining it while 
neighbouring countries have 
devalued heavfiy has put a 
large question mark against 
Hong Kong’s ability to com- 
pete in world markets. 

With analysts reducing 
their forecasts for corporate 
earnings growth and eco- 
nomic growth, the outlook is 


more bearish. Liquidity also 
stands to be squeezed, as big 
investors desert what they 
previously saw as a safe 
shel ter far nfllniHT waters — 
or even cheaper ones, such 
as Thailand, which is where 
the regional turmoil began. 

Some support is coming in 
from com panies buying back 
their own shares and from 
broad market valuations. 
The earning s multiple an the 
Hang Seng index, far exam- 
ple, is under 10 HwW But 
brokers said overall senti- 
ment remained fragile and 
investors nervous. 

PARIS 

French equities emerged 
from last week's swirl of 
Asian-driven upsets with a 
fen on the CAC 40 index of 
little more than 3 per cent, 
so the market beads into the 
new trading account - 
which starts today - in a 
mood u af relative resilience 1 *, 
says a leading broker. 

Bid stories continue to 
simmer away with media 
group Havas, up 5 per cent 
on Friday, at the centre of 
the latest wave of investor 
speculation. The insurance 
sector is provided with 
some earnings clues this 


CROSS BORDER M&A DEALS 



TARGET 


SECTOR 


Un Rover (UK/N’tands) 


General Accident (UK) 


CuKgan (US) 


Lafarge (France) 


Aamutehti (Finland) 


EUc (Franca) 


Gazprom (Russia) 


Insignia Financial (US) 


MMawtlum Chemicals 
(US) 


Con ti nents (France) 


Kebop 


Canarflan General (Canada) Insurance 


Protean (UK) Water 


Cementos MoOnos (Spain) Cement 


TV4 (Sweden) 


Broadcasting 


Sheaffer (US) Pans 


Middlesex Holdings (UK) Commodities 


Richard BHs (UK) Property 


Thann at Muhouse (France) Chemicals 


Simago (Spain) 


week. GAN makes an 
interim statement tomorrow 
and Axa-UAF reports on 
Thursday. 

NORDIC BLOC 

Nordic stock markets face a 
another week of hhanimglng 
nine-month results. With 
shares still trading on 
demanding valuations in 
spite of last week’s turmoil, 
investors are likely, to cast a 
close lodk at companies 
reporting. So far, the se ason 
has gone well with only SKF 
disappointing, but analysts 
warn that underperformers 
face being harshly punished. 

Nokia will be a clear fea- 
ture on Thursday. The Finn- 
ish technology company will 
be measured against last 
week’s results from Swedish 
rival Ericsson, which lifted 
earnings by 65 per cent. 
Given that Nokia accounts 
for a third of the Finnish 
stock market by value, its 
figures will be crucial in set- 
ting the tone fra - Helsinki. 

Sweden feces a busy week 
with Electrolux, Atlas Copco 
and Pharmacia & Upjohn all 
reporting. Atlas Copco has 
been a stellar performer this 
year so could be vulnerable 
to any change in sentiment 


COMMENT 


Ice-cream move 


Buy from 


Agreed cash bid 


Stake agreed 


Investor 
strategy shift 


Complete at last 


Cash Injection 


Sector globalises 


Rhone- Poulenc 
sale 


Dairy Farm safe 
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MARKETS: This Week 


North Africa offers haven 


Low foreign borrowing and 
high dollar earnings through 
tourism and transfer pay- 
ments have intensified 
Egypt's hopes that fund 
managers looking for alter- 
natives to unsettled Far 
Eastern markets will now 
reverse a levelling trend and 
increase investments across 
North African markets. 

With capital flows to Asia 
expected to fall by 25 per 
cent to $10?.lbn this year, 
according to a recent survey 
by the Institute of Interna- 
tional Finance, the attrac- 
tion of North Africa is likely 
to be increasingly portrayed 
as a wise alternative. 

“This Is a time for North 
Africa. It’s time for reloca- 
tion. To show what make s 
us different," said Sherif 
Raafat, chairman of the 
Cairo Stock Exchange, 
which is now capitalised at 
$21bn. the largest in the 
region. 

Mr Raafat, who has insti- 


gated widespread reform of 
the CSE to streamline trans- 
actions and ensure transpar- 
ency, said during October he 
had met with 40 fund manag- 
ers interested in investment 

"This level of interest is 
indicative. Egypt is quite dif- 
ferent from the Far East 
There's been a reliance there 
on an export boom based on 
a weak dollar and a strong 
yen," Mr Raafat said, “In 
Egypt we don’t have borrow- 
ings abroad. It's hard to 
speculate against the pound. 
And there Is no forward mar- 
ket. Also, we are not an 
export oriented economy.” 

Egypt’s strong position 
stems from the near-absence 
of currency speculation, 
anniifi transfer payments of 
$6bn-$7bn. contributing to 
Sl0bn-$12bn annual income, 
in addition to $3.7bn foreign 
currency earnings from tour- 
ism expected this year. 

But the financial funda- 
mentals are not all that 
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count. Governments know 
that fund managers will look 
as much at regions as spe- 
cific countries. While Egypt 
is expecting its foreign port- 
folio investment to reach 
$i.5bn this year, other 
regional economies are 
struggling to achieve these 
levels. 

“We don't think that the 
countries of the Middle East 
and North Africa can absorb 
the investment that would 
otherwise be destined for the 
Far East,” said Ahm ed 
Abdelkefi of Tunisie Valour, 
a leading Tunisian broker- 
age house. Despite such 
views, the company has to 
date handled $30m of foreign 
share sales of Tunisian 
stocks. 

“Our problem is that 
there’s not much to sell. 
Even so. we are selling a 
little more than before the 
crisis in the Far East, but 
largely because the govern- 
ment now allows foreigners 
to buy up to 50 per cent 
stakes,” he said. 

Tunisian p/e ratios are 
around 15, which has 
encouraged foreign inves- 
tors. A steady correction has 
now almost settled the mar- 
ket. Meanwhile, infrastruc- 
ture changes have seen an 
electronic trading system 
installed at the bourse. 

But aims remain dear; 
“We want to go slowly. We 
don't want to sell debt. 
We only sell stocks," Mr 
Abdelkefi said. 

Caution dominates the 
smaller economies of North 
Africa, just as boundless 
ambition excites the Egyp- 
tian steamroller. 

The Casablanca bourse. 
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currently valued at DhllSbn 
($ 12 ^bn). has seen a 52 per 
cent rise in Morocco’s gen- 
eral stock market index this 
year, though largely as a 
result of the overvaluation 
of leading stocks. While 
expectations of a correction 
have mounted, values have 
risen to their current level of 
17 times 1997 earnings. 

“ Morocco is more expen- 
sive than the Egyptian mar- 
ket. We have received three 
or four new foreign investors 
per month, which Is not 
many. Last year it was many 
more,” said Mohammed Mek- 
ouar of Upline Securities, 
Morocco’s leading manager 
of foreign security sales. 

“The regional bourses in 
North Africa are seen as 
more stable than the Far 
East There's an increase in 
interest in this region gener- 
ally, but the investors are 
choosing their countries, and 
there's lower valuation in 
Egypt and Tunisia, while in 
Egypt there's greater liquid- 
ity than in Morocco,” he 
said. 

Casablanca-based Upline is 
now seeking to expand its 
operations in Tunisia, 
encouraged by foreign cli- 
ents keen to use its regional 
research expertise even In 
markets where it has still to 
find its way. 

Foreign brokers view 1 
North Africa as lagging well 
behind the integrated Asian 
markets, despite Egyptian i 
hopes. “If things became I 
more integrated it would 
encourage investors who eye 
regions rather than single 
countries,” said Hazem 
Mouesa of HSBC James 
Capel in Cairo, which has 
recently established finan- 
cial operations in the Egyp- 
tian capital 

“Asia has benefited from 
this integration. It’s more 
than just one market It's 10 
or so countries, which are all 
compatible. In the Middle 
East and North African 
countries, for example, you 
have Egypt which is 
restructuring, and Lebanon 
which is rebuilding. 

“Even so, with regard to 
whether there will be 
increasing flows to this 
region on the back of the 
problems in Asia, it’s a little 
early to tell” 


Asian credits 
bear brunt 
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Emerging market bond 
investors have bad a rough 
ride over the past few 
days, as speculative attacks 
on Hong Kong’s currency 
and stock market staked up 
a sense of bearishness 
towards Aslan credits in 
general. 

Standard & Poor's derision 
last Friday to downgrade the 
sovereign credit ratings of 
South Korea and Thailand 
compounded the general 
sense of gloom. But with 
yield spreads on Asian 
sovereign bonds widening 
more dramatically than 
other wnra-g in g market debt 
on Wednesday and Thurs- 
day, analysts said thn conta- 
gion effect would probably 
be of limited duration else- 
where. 

“Latin American bonds 
have suffered," said Peter 
West, chief economist at 
BBV La tin vest- “But they 
received less of a battering 
than their Asian counter- 
parts." 

Analysts say the extent of 
the crisis should he put 
into broader perspective. 
Although some issuers, such 
as Thailand, Korea and 
Malaysia saw a steep fall in 
their bond prices, others 
were relatively unscathed. 

According to JJP. Morgan's 
emerging market bond 
indpT . i-fl i^T 1 American bonds 
fell by just L8 per cent on 
Thursday, the worst day, 
compared with 2.48 per cent 
for non-Latin credits. 

Overall, however, the 
emerging market index was 
stm about 17 per cent higher 
than it was at the start of 
the year. 

“Latin American and east 
European bands have shown 
more resilience than you 
would have expected of them 
in such circumstances,” said 
one bond syndicate official 


“Many investors are simply 
tawng this as an opportu- 
nity for short-term profit- 
taking.’’ 

Others, however, were 
mystified at the decision of 
same emerging market bor- 
rowers to tap the markets at 
such a turbulent moment. 
Both China, which Issued 
$5Q0m of global bonds on 
Wednesday afternoon, and 
Lebanon, which issued a 
10-year $400m eurobond 
on Thursday, were pun- 
ished severely for their 
temerity. 

The China bond, which 
widened by about 20 basis 
points after launch to a 
spread of between 85 and 90 
basis points, was singled out 
by one banker as “spectacu- 
larly badly-timed". 

Bond traders said it was 
ali nes*, impossible to find a 
bid price for the second 
tranche of the China bond - 
a $i00m tranche of 30-year 
paper. The issue was under- 
written by JJP. Morgan and 
Merrill Lynch. 

“It is difficult to under- 
stand why they chose to 
launch it when they did,” 
said the head of a bond syn- 
dicate at a leading invest- 
ment hank in London. “Mar- 
ket conditions are bound to 
improve sooner or later." 

Lebanon’s first ever 
10-year eurobond suffered a 
similar fate, its yield spread 
widening substantially in 
the hours following the 
launch. 

Analysts, however, say 
non-Asian emerging market 
paper will probably recover 
the ground lost last 
week in a relatively short 
space of time depending 
on the turn of events 
elsewhere. 

“In the unlikely event that 
the Hong Kong peg to the 
US dollar is broken, the 




■ s-Tan "ywr? -y* »■ 


markets would probably 
turn on Latin America and 
especially Brazil." said 
Mr West. “But otherwise 
there is still a lot of 
liquidity out there and inves- 
tors are still searching for 
yield." 

Last week’s “flight to 
quality" pushed the yield on 
the US Treasury long bond 
down to 6.35 per cent at one 
stage, comfortably below the 
yields of more than 7 per 
amt registered earlier in the 
year. 

Short of a steep rise in 
US interest rates, yields 
available on “quality” bands 
are still too low to 
satisfy most investors' 
growth targets. 

“There has been a lot of 
compression In Latin Ameri- 
can spreads this year, so 
it Is a good time for fund 
managers to realise gains," 
said a bond official in New 
York. “But on economic fun- 
damentals Latin America is 
in a much better shape than 
it has been for a long time so 
there is no reason why it 
should see a sustained 
sell-off." 


Christina Hernl. head of 
investment at BB Securities 
in London,' part of the 
Banco do Brasil Group, said: 
“The market was mainly 
uneasy about East. Asia, 
and Latin American bonds 
suffered from the spill- 
over. 

“The sellers were mostly 
traders, not -final investors." 

Ms Heinl expects Latin 
American bonds, Brazilian 
Brady bonds in particular, to 
recover soon. 

“Bradys should rise again 
fairly soon," she said. 
“But eurobonds could take 
longer." . 

She pointed out that 
Brazilian economic funda- 
mentals remained bond- 
friendly, with inflation con- 
tained at modest levels, the 
privatisation . process on 
track and the government 
moving ahead with planned 
reforms. 

Furthermore, she said, 
“this has been a good year 
for emerging market inves- 
tors. There are barely two 
months left and nobody 
wants to end the year taking 
losses”. 


NEW INTERNATIONAL BOND ISSUES 
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USD 20000 MONO 

EURO MEDIUM TERM NOTE PROGRAM OF 
SOCDETE GENERALE, 

SGA SOOETE GENERALE ACCEPTANCE N.V. 
AND SOOETE GENERALE AUSTRALIA UMTTED 


SERIES N*3S7Wtf-10, TR1 
SGA SOOETE GENERALE A CCEPT ANCE RV. 

USD 25 OW 000 ZERO COUPON INDEXED REDEMPTION 
AMOUNT NOTES DUE 1997 
ISIN CODE : XS007B590853 


In accordance with the Terras and Conditions of tbe Notts, notice is hereby 
given that, pursuant to condition 15 “Final Redemption Amount”, die 
Redemption Amount applicable upon redemption of each note w31 be : 

USD 10 000.- per denomination of USD 10000.- 
Paym e n t of prindpol will be made on October 24th. 1997 in accordance 
wiiti Condition 6 “Paynients“ of tbc Taras and Coudmoos of tfac Program. 


-• • fT -. 
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THE PRINCIPAL PAYING AGENT 
SOOETE GENERALE BA>K& TRUST SA- LUXEMBOURG 


SINO LAND COMPANY LIMITED 

(a company incorpomad in Hong Kong with limited liability I 

.42^' 000r00 ° 5% ConvwtBite Bonds dus 2000 
Convnrtible Bonds due 2001 

US$145,000,000 4% Convertibte Bonds dun 2002 
(" Bonds') 

NOTICE TO BONDHOLDERS 

November, 1997, Tha final dividend Is payabS on 32 Decen^er 19^ 

2^ T& i '£%£'° c £:3* r s%:% 

20NowBrnbaft1997. The dividend warrants dasoatch^nn nr 
about 22 December, 1997. ua sp«tcnec on or 
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The new Companies & Markets section on FT.com, 


Now when you dick on the FT.com web site, you can access everything you 
need to know about globa/ business in one well-organised section. 

From company news and in depth analysis, all the information is at your fingertips. 


The Financial Times plans to publish a Survey on 


Spanish Banking 
& Finance 


on Monday November 17 


FINANCIAL TIMES 


www.FT.com 


For more information, please contact: 

Ewa Placzek-Neves In London 
Tel: +44 171 873 3725 Fax: +44 171 873 3334 
Edward Macquisten in Madrid 
Tel: +34 1337 0061 
Fax: +34 1 337 0062 


or your usual Financial limes representative 


U& $400,000,000 
A National Westminster Bank 
TIosKng Rato Capital Notes ?005 

in accordance wflh the provisions- of the Notes, kmca - ra 

ssysr.ss'.S! sh 

the relevant kitarest payment Ate, April 27 

Coupon No.28 wifl be uks300J?! “ 1988 a 5 aJ P st 

ByrTiraChasaMaotwatanBar* : . . 

London, Agsnt Bank 
October 27,19tf7 


FT Surveys 
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POUND SPOT FQ^WARU AG/VMST THE FOUND 


Change BtO/cfler 
rcMUQk* cnday spread 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Oct 24 BFr DKr FFr 

Belgium (BFi) 100 18.4? 1625 

Denmark (DKr) ■ 54.15 10 8301 

Rsnee (FFr) 6133 1136 10 
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UK INTEREST RATES 


LONDON MONEY RATES 

Oct 24 Over- 7 days One Three She One 

night notice month mortfrn mortem year 
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FT QUDC to WORLD CURRENCCS 

The FT Stride to Wortd Ctarencies 
table can be fouid on the Markets 
page in today's edition. 


OTHER STATISTICS 



FTSE10Q 49702 49615 514&B 52253 52113 83508 40506 93383 SBOB FTSE Ffena^ig 

FT5E2S0 48307 48273 48106 40183 49005 4BBU 43862 4BB3 13704 FTSE EwobSck 100 

FTSE 250 « IT 48853 N8&9 46413 4B4L4 48333 48808 4380J 49*13 13783 FTSE&m*»*200 

FTSE SO - - 34104 2417.7 2W7J 25173 2511.1 9404 20173 36484 6843 FT M 

FTEE SttaKsp 238044 2377. 47 240545 2402. 1423973730028217839 340020 136179 FT Bo* SBCUffes 

FTSE SnoKap U IT 238334 238338 2402722»6dB 239259 240072 213002 319232 136179 RFMkBmt 

FTSE A8-Shag 236132236730248332346036345430 349241 19807830241 6132 FTSE QM IBm 


129731 129558 1311.73 131032 130940 134632 122348 134052 31.14 
282934 282439 2713.78 267939 264832 278UB 189330 OT4J9 90045 
264036262734271338 27129B 2682J72n5J71947.11 278537 93832 
33105 33803 34006 34101 34112 34303267086 34383 404 

1X14 10011 B9L59 8064 9076 10133 9331 12730 4018 
132.74 13205 132.17 13229 13237 13334 11336 13U7 5053 
137092 147842 146030 M5082 143130 S7101 127014 207001 922.16 



W a ^ a » Vi an m «) \\ x\ > t : w % j I] 


38 DOVER STREET; LONDON wxx am 
TEL: 0171 629 1153 KUfc 0171 495 0022 
bMimMUMb 


Union 


RIGHTS OFFERS 

lasue Amount Lateat 
price pedd Ranun. 


- Mi 10/11 38^2P>n 
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Government securities 
Advance and otfw acaarts 
Promise, equipment and Other 1 


Wednesday 
October 22.1987 
£ 

14,553.000 

071.901X33 

2.a06.74aS7B 

2310.6S4D5B 

5.903^48,771 

1580347X25 

4^99.097.072 

1.035,098^35 

2190,744 


Increeae or 
decrease far week 
£ 

-383.568X28 

-52,085,878 

>37.0723 07 

-398^77^5 

+4X00,000 

+437X46.150 

^32814^91 

-2802711 


Nat Or. &a P/6 
(tv. con. y>d net 


W55 20 27226 


[MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 

24 HOURS pi 

h;*g;//;iv. ;v.u-vcnsa!.S 3 Ci ■ J I 

Fax 0:71 C-22 3317 S ' - 


0171 

283 

8333 


- FP. 0X6 12 

- FP. S9X B9*2 

- FP. - 23*2 
155 FP. 17.1 175*2 

§110 FP. 9135 83*2 
* F.P. 95l5 90*2 
§115 FP. 165 170*2 
250 FP. 482-0 252*2 
' FP. 2158 504*2 
70 FP. 273 B3*j 


C " : . s M C v M - A C i ! C. O 5. 7 •:? ‘ - 1 •. « 


\^y-. ; : v.- 


n 7: 


Li. 15 IX OflflBP 
VBA 3X 27 15.1 
LSX5 28 23 192 

16X 28 0X544 
LW 4 X - 20 - 

nax ix mi 10 

RL5 21 2823X 

a Ml mfttmUen at ai 


UNION TAX-SHOP LTD 

For aH your tax and self- assessment needs 
Tax Returns from £80 

TEL: 0345 585573 /FAX: 0345 573376 


TRADITIONAL OPTIONS 

FbetDeeDnga Oct 20 Expby Jan22 

Last OeelbiBB Oct 31 Setttemant Jan 29 

Cate; Botacom, Dona Pet, Etect Boutique, ES, Pantax Bwrgy, Queen* MoeL 


FTSE GOLD MINES INDEX 





FOR A FREE MINI Sic? TRADWC KTT AKD DHAI1S 
OKOUR SROKERACESERViaS, PLEASE CONnCT: 

T: WM4 171 E99 J193 R MM 171495 MB kfp^miAaLck 


mini 

REUTERS 


F reep h one 


mi ups tnf 



FUTURES 


UNIMEX 

FINANCIAL 


-TAX FREE 

0171896 0011 




UK GILTS PRICES 


Ornate 2001 


116 *, -2 
1 1SQ -X 
113H -2 
117H 

8 M at 
nee -j 
lOqj -3 
nuft -2 
taa -2 
IZBA -3 
mil -J 
at* -a 

108J1 -.3 
107JJ -X 
1MB -1 
12111 -3 
1121 -J 
IMA -J 
tSS*i -2 
119 -2 
IT1H '* 
37i -1 

ML “■* 
aW -.1 
«S w 
ntn -.i 


BS teft ^26 
2X03 IMSte 
1B0 SelBMnB 
23 Sri 8 
543 JbUJyU 
2412 AfCSCkSB 
25WMf»W2S 
4X42 ona Apia 

Z3 NZDSB20 
2200 Ufll IM1 
10X73 *7Qb7 
8 HflBHriS 
11,700 Ja7DB7 
4X00 IMSbS 
2XSB ^SM 
2150 Jy22«2 
7^87 jreJrifi 

7X00 Ji70b7 

asaaiMG 
2821 ApisOciO 
2450 H25SB2S 
V50MSMS 
5273 J0T2JB12 
2360 MM 

ixn Hnosm 

800 XrSSJaZS 



> -J 

SB /tel hrl 

2871 

[ M 

1X06 Jel Dot 

1551 

i -B 

115 telOd 

22-9 1 

03 

S fe50c5 

20X1 

\ 02 

2TS SWeJiOt 

imi 

; u 

4*5 AplOcI 

22X1 

i 02 

2WB1M2 

115 

L 21 

2,150 M24S6Z4 

15X1 

1 02 

2«0 WV2DNY2S 

051 

1 03 

1,150 A210E21 

1110 1 

r 05 

25® 4B19JHS 

10/ 1 

, OX 

2JB5 M£0tfi20 

Oil 

i u 

MOO FR3A23 

MJJ1 

1 *X 

3(750 fitWWW 

/XI 

k u 

MSS J82BJV2B 

1/7 1 

| L4 

37D0«p160ei6- 13-101 

i IX 

3XS) Jal7J)rl7 

671 

l u 

1X00 JsiSJya 

11./ 1 


G.T.S. 

Kinu !•».- 

I K l.i; INFO 

U1XI 73" u*-*s 


...how would you like a 

90% EDGE 

T nafin g up moves, down moves, & 


with this new scientific approach. 


OFFSHORE COMPANIES 

"-.T” ""T 



■iSfc 


MUIRPACE 


A personal strria h Pooia, Option 0 
Carreado wid\ s&rO flam to mhaagr, 
iantd MarwiU , 

7d om 702 mi t 


Eik 0171 4806115 


laLWr«3=k’itaja£ 


Fast Fills. 

Low Rates. 
Quality Seruice. 

*5 *25 

Mw * tyou, nadton 

hntitmlnpal 

far private diott. 


0800-262472 

LliVD-U'ALDOCK tr COMPANY 

VI ) CI.U--.-U -SI. • 1.V, Km \\ [‘ 

&c 01714662446 
tvwK&ri-mldoekxoB 


October 24 

Over 

One 

Dtbb 

• Sbt 

One 

Lamb. 

Da. 

Repo 


night 

month 

mt/te 

mtha 

year 

brier. 

rate 

rate 

Btegfcae 

at! 

aa 

3£ 

44 

44 

8X0 

275 

_ 

week ago 

4* 

38 

44 

4% 

4* 

6X0 

2.75 

- 

Ranee 

34 

% 

3% 

3a 

45 

3X0 

- 

4.75 

week age 

Si 

3 8 

3% 

33 

44 

3X0 

- 

4.75 

Germany 

3% 

3» 

3* 

36 

4i 

4X0 

2X0 

3X0 

week ago 

33 

33 

34 

3% 

4% 

4X0 

250 

MO 

kntenri 

6)4 

6*« 

6j 

6 

5« 

- 

- 

R75 

week ago 

ev 

6U 

64 

6 

55 

- 

- 

6-75 

thity 

6W 

S3 

e; 

m 

5E 

7.75 

6X5 

6X2 

week 393 

CM 


Si 

Si 

SB 

7.75 

625 

6X2 

Ntehariands 

34 

3i 

346 

36 

44 

- 

275 

3X0 

week ago 

3d 

34 

3% 

32 

41k 

- 

2.75 

9X0 

Switzerland 

*a 

*H 

2fi 

2U 

33 

- 

1X0 

- 

week ago 

1% 

13 

1% 

2 

24 

- 

1X0 

- 

US 

5% 

54 

5% 

5B 

SB 

- 

5X0 

- 

weak ago 

5fi 

54 

5% 

53 

5a 

- 

5X0 

- 

Japan 

lb 

8 

i 

% 

3 

- 

0X0 

- 

weak ago 

3 

3 

% 

fi 

8 

- 

0X0 

- 

■ SUBOR FT London 








briar hank Rring 

- 

5S 

5S 

5% 

84 

- 

- 

- 

•reak ago 

- 

55 

55 

5% 

&4 

- 

- 

- 

US Deter CDe 

- 

5X6 

6X3 

5X3 

5X3 

_ 

_ 

- 

weak ago 

_ 

5.46 

5X2 

5X1 

5.75 

- 

- 

- 

ECU tinted Om 

- 

44 

43 

44 

4g 

- 

- 

- 

week ego 

— 

44 

4Y> 

4% 

«% 

— 

— 

- 

SDR Unkart Da 

- 

3% 

30 

3% 

44 

- 

- 

- 

week ago 

- 

3% 

OH 

36 

33 

- 

- 

- 


S LfflOR Me u aa k ftdng rows are offered rataa for Si Dm quoad to tea markst by tour 
MB— bade m 11am each wwWng day. The barta are: Bankare IhsL Sank at Tokyo 
MbaubWM. B motors and Netkxui WmnWiatar. 

Ml rate *» tore hr d» domrede Money teas. LBS CDs, ecu & SCR u*ed Ckperes (Dst- 

EURO CURRENCY INTEREST RATES 

Oct 24 Short 7 days One Three Sbc One 


Belgian Franc 
Dwiish Krone 
Qermen Mate 
Dutch Gutter 
French Franc 
totuguese Esc. 
Spanish Peseta 
Stertng 
Swtas Franc 
Csodkn Deter 
US Deter 
Itdtan Lira 
Japanese Yen . 
Aslan SSfng 
Short rami rates i 


3S-3* 3 % 
4J,-® 3« 
3*2 -3\| 3ft 
3*2 -3,1 3H 
M SA 3ft 
5 ft - 5 A 5,1 
5A-4JS 5d 
fl* - 7*8 7*» 

iH-iS a& 

3A-3A 3H 

5 ft - 5 ft 5 U 

B%-8*2 6% 
*2 - ft *2 
3*2-3 4% 

re editor the US 


month months months 

ift-Sft 3 ^- 33 .^-®” 4 i -4 

- 3 ft 3 %- 3 g 4 *,- 3 fi 4 ^- 4 ** 

- 3 ft 3 ft • 3 ft 3 B- 3 S «l- 3 ft 

ai- 3 ft 3 ,; - 3 ft 3 ft - 3 *a ^i- 3 ft 
«I - 3 *b 3 ft- 3 ft 3 ft -33 


-3*b 3ft- 3ft « 3ft -3S 
-5ft 5?- 5ft 5% - 5ft S£-S*a 
- 5 * 5 i- 5 i SJk-Sk 5 A- 4 ft 
- 7** 7*4-7 7ft -7ft 7ft- 7ft 

-1* 2-1% 2&-Z& S&-2& 

-3*2 3ft-* Sft-3% 4% - <1 
-5ft 5ft -5ft 5ft- 5JJ 5% -5% 

-6 H 6%-* 6%-* 6,^-8* 
-ft ft-ft ft - *8 *2 • ft 

. 4% 4*2 - 4*4 4*a - 4*fl 4^,-4 

Dolor and Yen. cohere two deya* nance. 


One 

year 

4^ -4*4 
4A-4& 
4*4-4*, 
4i-4i 
4A-3A 
5*-*i 
5 - 4ft 
7ft- 7ft 
2*2-2% 
4ft -4ft 

5R-& 
ft- A 

4% -4 


■ HRS MONTH EUROPOLLAR (I MM) Sim pobite of 10096 



Open 

Sad price 

Change 

High 

Low 

EsL vo) Open tot 

Dec 

94.0S 

94.17 

+1/42 

94.17 

94.11 

173X03 

552.B01 

Mar 

84X1 

94.13 

-0.11 

94.14 

94X5 

218,401 

423X68 

Jun 

93X2 

94X0 

-0.11 

94X7 

9297 

192X72 

347X30 


■ US TWEASMHT BILL FUTlIHES (1MM) Sim per 10096 

Dec 95.03 85.05 - 95.08 95.02 638 4^455 

Mar 96.04 96.10 +0.02 95.10 9&04 741 4/63 

Jun - 95X2 +0.04 95JJ3 B4 384 

AM ppen l eiui we far prentoia day 


BASE LENDING RATES 


Adam 6 Company 7X0 

ASed Irish Bank (OB) 7X0 
eHeray Arehacher 7.00 
Banco Bteeo Vizcaya 7.00 
BenkatCypnis 7X0 
Sank of Ireland 7X0 
Banket India 6.75 

BenkctSootend 7.00 
BarctayaBonk 7X0 
Bril Bk of kfid East 7.00 
■ Ow i flAto ylCOtto 7X0 
CrtbenkNA 7X0 

Oydasdale Bate 7X0 
Tha Ooflpeiathre Bark7X0 
Courts S, Co 7X0 

OypusPopiArBank 7X0 
tXmcanLWMla 7X0 


■SrogerB Friectendar 7X0 
•SmMiiWteren Secs 7X0 
Sin Banking Co*p LW 7X0 
TSB 7.00 

United Bark ot KunelL 7X0 
Urfcy Trust Bank Pte 7.00 
WhUeeway Lafc&M 7X0 
Yorishbe Bank 7X0 

• Members ct London 
Investment Banking 

AanoiteBon 
* In admMstraaon 


GNI 


Enter Trust United 8X0 
Fbrandal& Gen Bank 8X0 
•FtoOofl Remng & Co 7X0 
•Gukr^ss Mahon 7.00 
Htete Bw* AG Zrakh 7.00 
•HantoreeBark 87X0 
Hentabte 8 Gen hiv Bk.7.00 
C. hbare&Co 7X0 
Hongkong t Shantfni 7X0 
Investec Bonk (UK) LU7X0 
JAn Hodge Bank 7.00 
MeqnU Joseph 6 Sons 7X0 
UoydsSank 7.00 

MdtandBank 7X0 
Hat W e nbni ror 7X0 
•BeaBrohara 7.00 
ftoyalBkol Scotend 7.00 
Seottsh Widows Bank 7X0 


All Futures, Options 
& Margined Forex 

Contact James Allan 

24 Tet 0171337 3999 

HRS fttoUI7l 337 3097 

Web Sic ft8tffan»mpilco.Bt 
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For more info and FREE demo di« cal): 

+44 (0)171 405 1004 


71— hnoCqpMGto'tecon cw wiwdwww re— n a w twrorred 
lml »4 Hom7 JObb - t.lipa te w* r preijMkiptebre 

I Fcr currere pnees Welest OobmI 4 pop 699 
For brndum erd o pp fciTiu e fcrra toft 0171-450 &500 


R5£stiDsC!.3Ml 
!ive?’:s cf 
Egulfe. Currencies, 
DerivstivsS. Binds, 
Cor-caG-s 
it d Niv/s 




Few B 

Gmt Spread 
of" Beet 


Petroleum Argus European Natural Gas Report 

Comprehensive daily recon csvrir.g r.s UK and Eurccssn 

gas ms'kats Petroleum Argus 

Freetria: I-'^ITI ; 3598792. Erca;:. sa =s S pc-iiclsL-msrgjs.a-rr, 


DaPTGCDZlSTO WOBLD CnOOBIOES, pteEkedis 
aeswrart coveiBlDwrXDBwsada. bsewMaUtetyrtAi AebMei 
resta farelbc faypM or bndM ofyrer fa redoae. 1191 4S7 ML 
OBuro topd * BpWfl d«rof im red«pWo wwl wbertei Rravta 
osUerte UK |tac afc|tere+44 171 9734371 ftrdtoi HOqitectarateareL 


Real Timer,,,. 

J futures oiid forex from 

l£EEBt55*S35 


£99/mth 




C^ilf 0101-730 TOGO for fro? dufvtrVjr of hoth offers. 


The ^ 
future's 
right 
here 
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nrti^orrOT«BiomsHnB 

re* tuiope 

Linnco sss, 

+ 44 (0) 171 892 3311 aBajeeUtteKOOBSpuai 




The world's looting provider of reoMbne raarfcai deta to fie indhriduol Investor 


REAL-TIME DACA ON YOUR PC 

equities ♦ Mure* ♦ opiioitf + dew aft w + bonds + comatorftiBS 

All THE AMERICANS + FOREX + ISE ♦ flffiOPCAN5 + hCW5 ♦ CHARTS 


MOW with l-‘kT: iigira! :of 
Avcilcble with DJ Eroaoicpc 
Lo.v r a tei end menty deck (r:cf 
Coil M; :r.cr? into * FRcE disk 


*J *14 


www.dbceuro.com 


Dnt&tnotioAtai 


Td +44 171 793 3100 


If you would like to advertise, or require any 
further information, please contact: 

Jeremy Nelson 

Tel: 0171-873-3447 Fax: 0171-873-3062 
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TIMES MONDAY OCTOBER 27 1997 

Highs & Lows shown on a 52 week basis 
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MONDAY 


Pipe dreams 


EU energy ministers meet in 
Luxembourg to renew attempts to 
agree long-delayed plans to break down 

the power of monopoly suppliers and 
show competition in Europe’s 
$lQQbn-a-year gas Supply market They 
will discuss a compromise proposal for 

at least 28 per cent of the gas market 

accounted for by the largest users, in 
each EU state to be opened to 
competition. The percentage would rfo p 
after five and 10 years, as the definition 
customers eligible to shop around 
ftxr gas was broadened. They will 
discuss the problem of large existing 
gas suppliers with long-term, 
“take-or-pay" contracts with gas 
producers - which could leave them 

with gas they cannot sell if competitors 
enter the market 


Euro-Japan talks 

A delegation of 12 Euro-MPs meets 
Japanese politicians in Tokyo for an 

annual tWO-day iYlte rpflrl ia manta r y 

meetin g . In three sessions they will 
discuss issues as diverse as drug 
trafficking and Aslan security, but the 
keenest interest Is likely to be in the 
discussions on trade, climate change, 
and monetary issues. 



Brought to account 

525— 

contrast to the first list publlsh^^ 
July, this new list wffl cont^n^ 
of Swiss account holders as well as 
foreigners* 


SSKMWSs 


S» atonraamentm 

Carmarthen, Wales. 


Holiday spirits 

Mffrtn: Diwali (festival of Ugh 


FT Surveys 

Portugal 


FT Survey* 

Swiss Banking and Finance. 


Holidays 

Turkey 


Holidays 

FnL Germany, Guatemala, Singapore 
United States. 


THURSDAY 


30 II SATURDAY 


Irish vote 

Ireland votes for a new president to 
replace the popular Mary Robeson, 
wfthpolls sn^esting the PiannaM 
candidate, the Belfast academic Mary 
McAleese should win the contest far 

what is a largely cere monial post After 
■ a... _ - ftOTTmainn 


Siberian summit 

Prime Minister Ryutaro 


Russia meet in Krasnoyarsk, eastern 
Siberia, in an informal summit They 
will have about 10 hours together, with 




A Japanese health ministry sub-committee wB <fiscuss cm Tuesday whether or not to approve Hie birth-control p3 for contraception 


Child labour 


A global 
strategy for 
combating and 
ultimately 

plTrainflUwg 

child labour is 
the focus of a 
four-day 
conference in 
Oslo to be 
attended by ministers, trade union and 
employer representatives. United 
Nations and other organisations. The 
conference, organised jointly by the 
International Labour Organisation, the 
UN Children's Fund (Unicef) and the 
Norwegian government to draw 
op an action agenda to help the 
estimated 250m children working 
worldwide, often in dangerous and 
exploitative conditions. 


rapidly-expanding mobile phone 
satellite systems. 

With increasing numbers of users 
competing for a finite number of 
frequencies, the allocation debate has 
become ever more hotly contested. The 
ITU notes that more satellites are due 
to be launched In the next 10 years 
than in 'the previous 30, representing a 
$30bn market 


forecast a quickening of eeq nnro ic 
growth next year in their autumn 
report Independent economists have 
warned, however, that an advance of 
around 3 per cent in real gross 
domestic product compared with a 
possible 2.5 per cent this year would 
have only a ihnrted impact on the a sm 
seasonally adjusted jobless total 
because of the structural nature of 
Germany's unemployment problem. 


the West 


a somenmes aauuuuiuiH 

with opposition allegations about her 

Knits with shm Fein, the IRA/s 
politica l wing, Mrs McAleese is 


Mary Banotti, the conservative Fine 
Gael party’s candidate, Adi Roche, the 

Labour party candidate, and two 

independents Dana, the pop sin ge r and 
Derek Nally, the only male contestant 


issues likely to figure in their 
discussions is that of the Kurile - 
Islands. The Russian side is optimistic 
about breaking the longstanding - 
deadlock over the Kurile Islands, . 

known as the Northern Territories in 
Japan, while Japan is keen.to win.a. _ 
bigger role in energy developments in 
the Russian far east 


Sudan talks 

Sudanese hi Tina which stalled 

three years ago resume in the Kenyan 
capital; the Khartoum government and 
the rebel Sudan Peoples’ Liberation 
Army (SFLA) have agreed to provide 
chief negotiators and negotiating trains 
of not more six people *&nh. 


Brown’s Emu statement 

As the UK parliament sits after long 
s ummer recess, Gordon Brown, UK 
chancellor of the exchequer, is to make 
a keenly awaited statement about the 
government's attitude to European 
monetary nrrinn and the sin gle 
currency. 


WTO widens net 

A high-level meeting on ways of 
bringing the world’s poorest countries 
into the international trading system 
begins in Geneva at the World Trade 
Organisation. The two-day meeting will 
focus on practical help for individual 
least-developed countries involving 
joint action by six international bodies 
- the WTO, the UN Conference on 
Trade and Development (Unctad), the 
Internationa] Trade Centre (run jointly 
by WTO and Unctad), the UN 
Development Prog ramm e, the 
International Monetary Fund and the 
World Bank. The WTO’s richer 
members are also being asked to open 
their markets further to exports from 
the poorest nations. 


Dab hands 

European Union fishing ministers will 
■ywiaidor measures aimed at improving 
conservation by protecting young fish 
and spawning stocks. The European 
Commission believes that technical 
regulations, covering for example 
standards on mesh sizes and static 
gear, are not effective enough. 


Sid battle 



A series of 
celebrations are 
planned in 
Nagano, central 
Japan, to mark 
the start of tiie 




Foreign parts 


countdown to 
opening of the 




FT Surveys 

Lebanon, Australia. 


On the wavelength 

Nearly 2,000 delegates are expected to 
attend the World Radiocomraunicatian 
Conference in Geneva that will allocate 
radio frequencies for satellite sendees 
at the turn of the century. 

The four-week conference, held every 
two years by the UN’s International 
Telecommunication Union, sets 
binding global rules for the use of radio 
frequencies by all types of 
communication services, including the 


Holidays 

Ir eland, Nauru, New Zealand, St 
Vincent, Tukmenistan, Zaire. 


Medical experts 
meet at the 
World Health 
Organisation in 
Geneva (to Oct 
30) to review 
the risks and 
implications of 
xenotransplant- 
ation - the 
transfer of animg) organs or tissues 
into human recipients. The use of 
organs from animals, notably pigg, 
could save thousands of human li v e s 
by alleviating tire shortage of human 
organs for transplants. But 
xenotransplantation also carries risks 
of transmission of new diseases to 
human populations. The experts will 
discuss these risks as well as 
inuminni ogicai and ethical issues 
which affect the feasibility and 
acceptability of xenotransplantation. 


Mugabe speech 

Robert Mugabe, president of Zimbabwe, 
gives the keynote speech at a gala 
dinner iieM for African leaders 
attending an international conference 
to mark the 40th anniversary of the 
beginning of the decolonisation of 
P fac-lr Africa in London. 


Golf 

Top golfers go to Montecastfllo, Spain, 
for tiie Volvo Masters, last European 
PGA tour of the year. 


Brandt view 

David Brandt, chirf ministe r of the 
volcano blighted island of Montserrat, 
gives evidence to the British House of 
Commons international development 
select committee. 


Paper profits 

Sotheby’s London holds sale of 
Fantasy, Illustrated Books & Drawings, 
fafiiiding original illustrations by Rex 
Whistler, Arthur Rackham. Aubrey 
Beardsley and William Heath 
Robinson. 


nl yrnpirs- ftnt the enthusiasm is 
overshadowed by a continuing dispute 
about the starting point of the men’s 
downhill swing race. » - • -• 

Olympic organisers say the proposed 
start is too low, while the Japanese . 
si de says that putting if any higher 
would damage As environment in a 
protected area. 


Heavy tackle 

En gland v Australia Rugby League 
test - • ■ 
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Slovakia. 


Holidays 

Mauritius, Sri Lanka. 


I FRIDAY 


TV} 


Holidays 

Cook Islands, Cuba, Cyprus, Czech 
Republic, Greece, Israel 


I TUESDAY 


28 I 


German forecast 

Germany’s six leading economic 


research institutes are expected to 


Control group 

A Japanese health ministry 
sub-committee meets to riimniKR 
whether or not to approve the 
birth-control pill Japan remains the 
only country in the world to ban the 
pill for contraceptive purposes, more 
than 30 years after it was introduced in 


WEDNESDAY 29 


Football 

Soccer World Cup European Zone 
play-offs first leg: Croatia v Ukraine; 
Russia v Italy; Ireland v Belgium; 
Hungary v Yugoslavia. 


Chairwoman 

US first lady Hillary Clinton is 
scheduled to deliver an inaugural 
lecture at the University of Belfast for 
a chair honouring Joyce McCartan, a 
voluntary worker she met in Belfast In 
1995. 


K3d gloves 

Four 16-year-old girl boxers become the 
first to compete in an official British 


Holidays 

Algeria, Belgium, Bolivia, Brazil, . 
Burundi, Cape Verde Is, Central - 
African Rep. Chad, Chile. Congo, 
Croatia, France, French Guiana, 
French West Indies, Gabon, Germany. 
Guatemala, Haiti,- Italy, Ivory Coast, 
Lebanon, Tio rhterodgin, Lithuania, 
Luxembourg, Madagascar. Mauritius, 
Monaco, New Caledonia, Peru, 
Philippines, Poland, Portugal Rwanda, 
Senegal Seychelles, Slovak Rep, 
Slovenia, Spain, Sweden, Switzerland. 
Togo, Vatican City, Venezuela, Virgin 
Islands. 


Compiled bg Roger Beale. 
Fax: (+44) (0)171 873 3196. 




ECONOMIC DIARY 


Other economic news 


Stat is t i cs to be 


Monday: The UK’s 

parliament returns today, 
with markets awaiting Chan- 
cellor Gordon Brown's forth- 
coming statement of the gov- 
ernment's policy on a single 
European currency. 

Tuesday: Third quarter US 
employment cost index is 
released, and could show 
above-average gains. It Is a 
key indicator for Federal 
Reserve chairman Alan 
Greenspan, who discusses 
economic and monetary pol- 
icy at a joint economic com- 
mittee hearing today. 
Wednesday: Industrial pro- 
duction and large store retail 
sales for September are 
released hi Japan. In the US, 
the Federal Reserve pub- 
lishes its Beige Book sum- 
mary of regional economic 
conditions. 

Thursday: The temperature 
of the European labour mar- 
ket is taken, with Danish 
and Norwegian unemploy- 
ment figures out, Swedish 
labour costs and Italian 
hourly wages data released. 
Friday: Anticipation of a rise 
in US interest rates could be 
spurred by first estimates of 
US third quarter GDP- Ana- 
lysts at Deutsche Morgan 
Grenfell forecast real GDP to 
rise 3.6 per cent on the year. 
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Mon HOKONG Aug retail sales {real)** 

Oct 27 CANADA Aug department stole sales- ,11% 

US Sep existing home sales ' . 4.25m 

‘ . JAPAN Oct wholesale price Index 2nd 10 days 

TUE .? FRANCE • ' Sep household consumpHonf . ' 05% 

Oct.28 ; US " ' employ ment coat Max, ervflian'*' 0.8% 

U S Q3 employment cost Index, cMllan- 

US *. SOT-MIteut xshi 10/25 

US Oct consumer confidence 127.9 


US Sep new ’home sales . 

US ' M2 week ended 20 Qct 

AUSTRUA Sep bulcfing approvals 


Oct 31 AUSTRUA Sep motor vehicle regtetrattons •' 
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The effect on the Individual can mean 
the end of a current career ... 
redundancy. 


As a caring employer there is now more you can 
do for the colleagues you have to let go. 
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02% 

JAPAN. Sep .bousing starts** / . 
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' JAPAN 

Sep Industrial productionr 

05% • 

-3.0% 

FRANCE . Sep unemployment raite ' 



Bounceback is ai entirely now magazine aimed 
at supporting and enhancing your companies 
redundancy programme whilst provkBng positive 
hek>, advice and guidance that complements and 
prolongs your awn support. 


JAPAN Sep shipments! 

J apan Sep retafl sates" 

WED FRANCE • Oct industrial survey 


Oct 29 US V. Sep durable orders 

,r, t . -US Sep durable shipments 

f CANADA .Sep Industrial production Pi * 

; . Canada : Sep tv* materials px 

BELGIUM . Oct consumer prtce Index preDm* 

; ..BELGIUM Oot consumber price index preim- 
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Oct 30 DENMARK Sep unemployment rate 
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V. . '. NORWAY - Oct unemployment rate. 

' ' US Initial cWnw 25 Oct — — 


Q.3% 

- 1 . 0 % 

0^% 

15% 

ASIBOm 

75% 

45% 

25% 

312K 


-2.1% 

-0.7% , 

145 

2.7% 

-14% ~ 

0.7% 

- 1 . 0 % 

-OA% 

15% •. 

A53T8m 

9.0% 

45% 

35% 

316K. . 


FRANCE- -,Sqp jcfoseekacs* RJ3 
US : . ' - 03 gross domestlo- p 


■V\ : V; x ao%;.^£ 


US ■ ■/;, Q3 gross do prastto' product 'BdV30ce-:'-;3^2%vV' ; ?-'' - I';: 

US. . '• .'CB. gross dbcne«ic proe^'jxfoe'trKtoEjtWt 
; CAMAp/>i'V''Auo.'rMl' 

‘ US • •' Opf C^itaago 

US . -. Qct Michigan senttrtierv^iar - - ; >;V^0&& ^ r .^’ v i.1p52 : / r '--V 

Puring Ifie Wd u. i '■«*?!: 

GERMANY- Au g toon. coneumar ctaTatfl' . ; . ; . T;J ; ; ^ 

MALAYSIA Aiufl M3T'--. - 

BELGIUM- 02 praBm gross- dbm produey^ 1 Apn j- ''05% ^^ 

, ' . ' BELGIUM 02 praBrn Qroea dom. products -'y '. v )•'.?%'. : ■; r- -25%:^v.--y; 

:• • GERMW^ Aug capttataccbwrt-' -X; 

- g RMANY: Sep ngjorogi bCB^/^gchasa»A. ; ■ r ly 35t3n 

.•wcntti oo mortti, 7 yew«iyBar,* , ^yate.oncyjarW t 1 sacn iy! ^ '-'-V Stands afbart MM?. 


Bounceback will respond to three 
main reader needs. 


V 7 can afford to /Bt}rB if I am camfuT 
Ml need a new Job-' 

M lam going to set Lp my own business”. 


1 Something typists use and 
footballers Iickt (0) 

6 Rich little man is doomed 
(5) 

9 A little unwell, I lack col- 
our (5) 

10 Capital people in Asian set- 
tlement at that time (9) 

11 Young man sticks to whore 
teenagers go (5.5) 

12 Crop always found among 
stone (4) 

14 Mixed prison, barred, but 
with no place to buy drinks 
(7) 

15 For tea, say. J&Ck allows 
cakes (7) 

17 When strikers have to 
accept deliveries? (7) 

19 Amaze with a way to undo 
knitting (7) 

20 Time to edge dress (4) 

22 Up of ferry often damaged 
(10) 

25 Where, under big wheels, 
heat starts (9) 

28 One sailor goes back east 
furious (5) 

27 Unfortunately there’s 550 
lying in state (9 

28 Proposed - maiden not 
bothered! (9) 


1 Two students going In to 

S y fix cow (5) 

ss Louis turning north 

after secret agreement (9) 

3 Tea in arsenic could be 
extremely sweet! (10) 

4 Rejected Delia admitting 
Virginia answered the pur- 
pose (7) 

5 Show him endlessly taking 
part once ahead (7) 

6 Standing up if one’s topless 
is rare! (4) 

7 Derelict vehicle needing 

pa rking , . . . (g) 

8 told aid of road is shut 

(9) 

13 With son in TA bet Pere- 
grine Is not drinking alco- 
hol ! CIO) 

14 Good-for-nothing workers 
the French brought in (9) 
18 High-spirited divorcee ran 
into tube dancing (9) 

18 Colour which Is unusual 
for fans CO 

19 An amateur supporter 
introduced him (7) 

21 This poem is a bit evil I 
admit! (5) 

23 Said why upset idle bear? 
(5) 

24 Take orders from old boy 
you once stood up to (4) 



MONDAY PRIZE CROSSWORD 

No.9,516 Set by GRIFFIN 


It win deliver a single source fist of useful 
leads and contacts and a range of options 
and choice as weH as positive and 

supportive articles. For only £12 foe the first 

4 issues a small investment in someone's 
future. 

To maintain confidentiality we will send 
copies to your H.R. Department for 
-forwarding to ex-cofieagues. 

To place your order Just phone the 
Bounceback Confidential 
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In: spite of abundant resources, Australia 
remains one of the world's great 
underachievers, reports Tony Walker 

Fortune's favour 
frittered away 


Australia, it seems, has an 
infinite capacity to disap- 
point. For all its manifest 
advantages of abundant 
resources, benign climate, 
lack of population pressures, 
educated workforce and sta- 
ble political system, its per- 
formance rarely matches 
expectations. 

Hugh Mackay. social com- 
mentator, recently reported 
his -surveys showed Austral- 
ians' were "disappointed" in 
their country, reflecting 
widespread disenchantment 
with' the political leadership. 

Australians perceive a 
lack of leadership on both 
the conservative and Labor 
sides of politics • a 
which hardly augurs well for 
the challenges ahead as Aus- 
tralia strives to play its part 
in- the development of the 
Asia Pacific region. - 

Donald Horne, whose 1964 
book The Lucky Country 
helped define an era in Aus- 
tralian politics, today talks 
about a “crisis of belief" 
deriving from a deep-seated 
unhappiness, even contempt, 
far politicians. 

“Paul Keating managed to 
divide the nation against 
Trim," says Mr Home. “John 
Howard is managing to 
divide the nation against 
itself* 

The trigger for renewed 
soul-searching is the race 
issue and a feeling that it 
has been badly mishandled 
by the Liberal-National 
Party coalition and Mr 
Howard in particular. 

The prime minister was 
slow to condemn the bla- 


tantly racist views of Pau- 
line Hanson, leader of the 
populist “One Nation" party, 
leaving the impression that 
be may not be completely 
unsympathetic to her ideas. 

The Hanson phenomenon 
may be passing, as the gov- 
ernment asserts, but it is 
proving divisive domesti- 
cally and damaging region- 
ally. Asian governments are 
not averse to using such 
issues to embarrass a coun- 
try which already feels “odd 
man in" in Asia. 

Underlying an evident 
querulousness among Aus- 
tralians about their place in 
the world are deep concerns 
about the domestic economy. 

Historically high levels of 
unemployment at 8 per cent 
to 9 per cent continue to 
undermine confidence and 
this is reflected in sluggish 
retail sales and disappoint- 
ing figures on new housing 
key barometers of economic 
activity. Business confi- 
dence, measured by pro- 
posed investment, is also 
patchy. 

Mr Howard's coalition 
came to power last year, 
after more than a decade out 
of office, committed to defi- 
cit reduction and to winding 
back the national debt. It 
was also determined to “go 
slow" on reform, assuming 
after the hectic Labor years 
Australians were suffering 
from “reform fatigue”. 

Half-way through its first 
term and with an election 
looming the government, 
-belatedly, seems to have 
realised that it risks a maul- 
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ing at the polls unless it 
becomes more pro-active. 

Ministers have begun beat- 
ing the reform drum refer- 
ring particularly to the need 
for sweeping tax reforms, 
including the introduction of 
a long-overdue indirect tax 
on goods and services. Tax 
reform now tops the political 
agenda, not least because a 
progressive tax scale Is 
patently unfair to lower and 
middle-income earners. 

The highest marginal tax 
rate of 47 per cent now 
applies at just one-and-a-half 
times average weekly earn- 
ings, compared with 17 times 
earnings in the 1950s and 
1960s. 

Mr Howard has shown 
himself sensitive to these 
concerns: "If we can fix our 
taxation system, if we can 
re-balance the incentives, if 
we get something tha t 
ceases to penalise our manu- 
facturing exporters.. J can't 
think of a single reform in 
an important area which 
will nnairp a more fundamen- 
tal contribution to realising 
the great potential of our 
nation as we go into the 21st 
century." he says. 

But as a former treasurer 
Mr Howard would know how 
difficult it is to bring about 
meaningful tax reform 
which is regarded as fair 
and, therefore, commands 
community support Efforts 
in the 1960s, first under a 
conservative government, 
and Mr Howard's treasurer- 
ship, and then under Labor, 
were stillborn because of 
union or other pressures. It 
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is widely assumed the con- 
servatives lost the 1993 elec- 
tion after proposing an indi- 
rect goods-and -services tax 
(GST). 

Encouragingly, though, 
discussion about tax ref or m 
these days reflects both the 
need to correct inequities for 
individual taxpayers and a 
recognition that Australia 
must make Its tax regime 
more attractive for inves- 
tors. 

A recent government 
inquiry called for the estab- 
lishment of a flbn fluid to 
encourage new investment 
from abroad. As a senior eco- 
nomic adviser to Mr Howard 
says: “We are dealing with a 
very competitive world. 
Unfortunately, there Is no 
sense of urgency in Austra- 
lia, with projects getting 
caught up in red tape 
between federal and state 
bureaucracies. Time is 
money." 

Peter. Costello, treasurer, 
rejects criticism that the- 
government is not doing 


enough to stimulate eco- 
nomic activity, pointing to 
deficit reduction and interest 
rate cuts - there have been 
five such cuts in the past 18 
months - as evidence of a 
commitment to continued 
strong economic growth. 

Under his treasurership, 
as he never tires of pointing 
out, the budget deficit was 
reduced to 1 per cent of GDP 
in 1996-97. is projected to be 
at half a per cent in 1997-98 
and will be in surplus by 
199899. A debt service ratio 
on foreign debt of 10 percent 
will be halved by 2000. 

At the same time, Austra- 
lia's projected, if optimistic, 
growth of 3.5-4 per cent in 
1997-98 is among the highest 
of OECD countries. Austra- 
lia has experienced 28 suc- 
cessive quartos of positive 
growth, a performance not 
seen since the 1960s. Infla- 
tion is benign but the cur- 
rent account deficit remains 
stubbornly high end unem- 
ployment shows little sign of 
dropping below 8 per cent 
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TASMANIA 


Representatives. The Senate may rwr 
originate or emend money Ms. to 
certain dreumstanees the governor 
general may absolve the entire Senate 

• Electoral system 
Compulsory universal cflrae* siflrege 
over age IB 

• National elections 

March 2 1996; next election due by 
end-May 1999 



•Haadof state 

Queen Bbabaffi B, represented to 
Austrato by a governor-general 
currently Sir WUam Donne, appointed 
February 1996 


ki flve of the ebc states then Is a 
bicameral legMatura, bi the other 
(Queonaland) the legislature Is 
unt can e ial 


• National government 
Cabinet headed by prime mtotaaer 
appointed by governor-general on the 
basis of party Strength to the Hoisa ot 
Representatives. There Is curentiy a 
LtreraVNationel Party coattton me)ori!y 
go v ernment 

- Main poWdel parties 

Liberal Party; Labor Party; NtHkmai 
Party; Australian Democrats Party 


Mr Costello appears at 
something of a loss to 
explain why business and 
consumer confidence is not 
higher and what more the 
government might do to 
stimulate activity. Tax 
reform is an important ele- 
ment of bis plans but be 
recognises this win not pro- 
vide, overnight, a panacea 
for sluggish activity. 

David Love of Synlec, the 
economic forecaster, says 
growth in the next year wifi 
be weaker than expected, 
partly because the US econ- 
omy has peaked and is due 
for a downturn. He believes 
the government has exagger- 
ated the strength of the Aus- 
tralian economy, based on 
over-optimistic Treasury 
growth forecasts, making 
something of a rod for its 
back in the process. 

The government faces 
other challenges. These 
include an urgent require- 
ment for workplace reform 
to dismantle a mesh of 
restrictive practices which 


militate against the job cre- 
ation required to reduce 
unemployment. The new 
government has barely 
scratched the surface of 
industrial reform: It is not 
clear it has the will to tackle 
this area. 

It has also shown a ten- 
dency to backslide on tariff 
reduction. Because of con- 
cerns about job losses, it has 
delayed implementation of 
tariff cuts on imports of 
motor vehicles and also on 
textiles, clothing and foot- 
wear. The Labor party, 
which saw its blue-collar 
support collapse at the last 
election, generally supports 
these moves. 

With an election due in 
just more than a year, the 
government will be obliged 
to focus incr easingly on eco- 
nomic questions and Trill 
find itself on the defensive. 
But there are other issues 
which will also be tricky, 
including attempts to deal 
with land claims by indige- 
nous Australians under the 


National Title Act of 1994. 

A recent High Court deci- 
sion which found that pasto- 
ral leases did not necessarily 
extinguish native title has 
thrown the question of who 
controls vast swathes of 
Australia into doubt and is 
requiring additional regula- 
tions to “clarify” the issue. 
This is almost certainly not 
the end of the story and fur- 
ther legal action seems 
likely. 

The government will also 
have to deal with the ques- 
tion of Australia becoming a 
republic and cutting formal 
ties with Britain. Mr Howard 
Is an avowed monarchist 
who wishes to preserve the 
status quo but many of his 
senior cabinet colleagues 
bold a contrary view. 

All in all, preserving the 
status quo has not been an 
option in many areas. Mr 
Howard had probably hoped 
that he would be able to 
steer his government 
through a less interesting 
time in its first-term. 


WNSIZINGi 


j . 

z&e ‘ 

-• * jj . «> - ' 


Liquidity, just what 
you’d expect in Australia. 
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POLITICS ■ by Tony Walker 


Navigating a political minefield 


The parties will 
have to watch 
their step in the 
run up to an 
election in 1998 


Kim Beazley, leader of the 
opposition, Is more optimis- 
tic than might seem justified 
about Labor’s prospects of 
regaining government after 
its crushing defeat in last 
year’s ejection. 

Reduced to a virtual rump 
party in the Liberal-National 
Party landslide of 1996, 
Labor had seemed destined 
for years in the wilderness. 

But recent political devel- 
opments, including public 


disenchantment with John 
Howard’s leadership, have 
encouraged the opposition to 
believe it might return to the 
Treasury benches sooner 
rathe: than later. 

Mr Beazley, whose perfor- 
mance as replacement for 
Paul Keating, has not 
exactly set the world on tire, 
says: “We have become com- 
petitive much fester than I 
expected. In fact, we have 
been able to make regaining 
office a one-term . s tr a teg y. " 

Hie opposition leader, 
whose appearance and man- 
ner is that of a rumpled, 
overweight academic, draws 
encouragement from history 
to bolster his confident 
assertion that Labor can 
come back. 


He points out that to 
regain power the opposition 
needs just two-thirds of the 
swing, on a two-party pre- 
ferred vote, achieved by 
Gough Whitlam, the archi- 
tect of Labor’s resurgence in 
the late 1960s which ended a 
generation of conservative 
rule in 1972. 

But even though recent 
political mishaps , including 
the resignation of ministers 
embroiled in a travel 
expenses scandal, might 
encourage Labor to believe 
in early redemption, the 
road back to power will be 
fir from easy. 

The government maybe in 
difficulties but Labor banhy 
provides a vibrant altema-. 
tive and the coalition has 


plenty of time to regain the 
initiative. An election is not 
due until 1999 but one will 
probably be held late next 
year. 

Labor will certainly have 
been encouraged by the 
recent state election in 
South Australia which saw a 
powerful swing against the 
Liberals, bringing Labor 
within an ace of regaining 
power, just four years after 
being swept from, office. The 
position of Federal Labor 
and South Australian Labor 
are not dissimilar. 

The South. Australian pofi 
will have added significantly 
to Mr Howard’s wearies. It 
demonstrated graphically 
that what the electorate 
“giveth” it also “taketh” in 


ECONOMY • by Elizabeth Robinson 


Cowed by cautionary tales 


The government 
stands accused of 
stalling economic, 
and employment, 
growth 


Australia's unemployment 
rate of a stubborn &5 per 
cent is bedevilling the eco- 
nomic policies of John 
Howard, prime minister. Taw 
Macfariane, governor of the 
Reserve Bank, says Austra- 
lia's results on unemploy- 
ment “could only be 
described as average by 
world standards”. 

Recent figures give scant 
hope far employment growth 
In the short-term - in August 
employment fell by 38,000 
driven mainly by full-time 
job losses. But the level of 
vacancies remains high, and 
has been growing for six 
months, suggesting the 
worst may be over. Econo- 
mists are forecasting that 
unemployment will move 
towards 8 per cent by the 
and of navi year. 

This may help Mr Howard 
relax, especially on trade 
matters where he has been 
pursuing a protectionist 
path, against the opinions of 
Peter Costello, treasurer. Mr 
Howard’s stance an car tar- 
iffs, which will be slowly dis- 
mantled— to— 15^ per cent by 
2000 and then frozen until 
2005, appeared to be vindi- 


cated after Toyota 
announced further invest- 
ment at its Melbourne plant 

However the Industry 
Commission advocates accel- 
erated tariff cuts, arguing 
that ova: the past SO years 
the most protected Indus- 
tries - cars, textiles, clothing 
and footwear - suffered the 
slowest growth and the larg- 
est job losses. “There 
appears to be a negative link 
between industry assistance 
and employment growth,” it 
said in a recent report It 
pointed to the printing, pub- 
lishing and media industry - 
which increased employ- 
ment and experienced the 
biggest growth in output 
over the period - saying this 
industry also had the largest 
cuts in protection. 

The Industry Commis- 
sion’s recommendations to 
cut tariffs an tprrtflpfi, cloth- 
ing and footwear were also 
rebuffed this year, with Mr 
Howard announcing a slow 
dismantling, along the liwaa 
of his car policy. 

Nevertheless, Australia 
remains committed to the 
agreement by the Asia-Pa- 
cific Economic Co-operation 
forum for free trade by 2010, 
not s urpri s in g given that the 
co untry relies on the Asean 
region for around & percent 
of its exports, or ll per cent 
of GDP. The currency crisis 
in the region will have lim- 
ited impact on Australia, 
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according to Mr Costello. He 
points out that as exports to 
the region have been grow- 
ing rapidly, by up to 20 per 
cent a year, any contraction 
will have limited effect. 

“Any downturn in the 
region will have a slight 
impact but we don’t expect 
any measurable effect at 
all,” he says. “This has been 
a fabulous area of growth in 
the last decade or so. We 
have every confidence that it 
wDl continue to be a fabu- 
lous area of growth.” 

Growth in Australia itself 
has continued for six years, 
with the- government confi- 
dent" df a seventh. Growth ‘ 
reached 5L2 per cart in the 
second quarter (year on 
year) compared with a 
revised L9 per cent in the 
previous period. 

The opposition accuses the 
government of talking down 
the economy. Kim Beazley, 
opposition leader, says the 
coalition “actually induced a 
slowdown”, a claim endorsed 
by Gareth Evans, shadow 
treasurer. “Their talking 
down of the economy has 
knocked the socks out of 
consumption.” 

Arthur Sinodinos, newly 
appointed as Mr Howard’s 
chief of staff, admits that 
“sometimes our rhetoric 
hasn’t been upbeat enough” 
but points out that Austra- 
lia’s growth is higher than 


any of the G7 countries. The 
Australian Bureau of Agri- 
cultural and Resource Eco- 
nomics (Abare) forecasts 
growth of 3.7 per cent for the 
year to the pni ^ of June 
the Reserve Bank has also 
detected an upswin g in con- 
fidence, saying businesses 
are expecting fourth quarter 
sales, especially in retailing, 
to pick up by 3 per cent 
Mr Costello says the defi- 
cit in June 1997 was 0.5 per 
cent of GDP and he expects a 
surplus in 1996/99 which he 
calls “an extraordinary 
achievement”. His growth 


these volatile times. A swing 

of about 9 percent to the Lib- 
erals In 1993, one aftheingh- 
est on record, was m atche d 
by a swing of similar propor- 
tions the other way, albeit in 
a regional election, four 
years later. 

Political commentators 
the bad result on a 
sick, local economy - South 
Australia is near the bottom 
of the economic league 
among Australia's six states 
• but they also identified an 
underlying 

with politicians generally. 
and the main parties in par- 
ticular, as reasons for the 
volatility. 

Significantly, the Liberal 
Democrats polled strongly as 
the main alternative to the 
conser vati ves and Labor. 

The South Australian 
result points to a restive 
mood in the electorate and 
portends a period of electoral 
volatility across the country; 
governments, state or fed- 
eral, cannot take too much 
for granted these days. 

That said, history should 
comfort Mr Howard. No fed- 
eral administration has been 
defeated after one term since 
the early 1930s and on that 
occasion, the election coin- 
cided with the Cheat Depres- 
sion. The odds cm the Lib- 
eral- National Party coalition 
retaining power must be rel- 
atively strong. 

But die government is vul- 
nerable on issues such as 
unemployment which at 8-9 
per cent remains stubbornly 
high. The opposition, alter a 
limp performance initially, 
appears to have become 
more effective in pointing 
out shortcomings. 

Gareth Evans, Labor’s 
spokesman on the economy, 
criticises the government for 
“knocking the stuffing” out 
of consumer confidence 


FOREIGN POLICY • by Tony Walker 


A 


, target is 4 per cent with 
inflation at 2-3 per cent. 


Underlying inflation at 1.7 
per cent is below this target 
and at its lowest level in 30 
years, prompting a confident 
prediction from Rod Kemp, 
assistant treasurer. “Austra- 
lia has derisively joined the 
ranks of the low inflation 
economies and there will be 
substantial benefits arising 
from this." 

Five interest rate cuts 
since July 1996 have brought 
Australia's official interest 
rate down by 2.5 per cent to 
5 per cent and pushed the 
Australian dollar down, by 
65 per cent against the US 
dollar between the second 
and third quarters. Econo- 
mists expect it to strengthen 
again, helped by a rise in 
commodity prices. 


After a slow start, 
the government is 
warming to 
Australia's role in 
Asia Pacific 




Ask Alexander Downer, 
Australia’s foreign minister, 
to list foreign policy achieve- 
ments under his stewardship 
and he mentions progress 
towards resolving a bloody 
secessionist struggle on 
Bougainville in Papua New 
Guinea and initiation of a 
human rights dialogue with 
China. 

Left unsaid, but almost 
certainly more significant 
than visible “achievements", 
is an education for the gov- 
ernment in the realities of 
Australia’s place In the 
wot Id and in Asia, in partic- 
ular. 

The Howard government 
came to power determined to 
define foreign policy differ- 
ently from its Labor prede- 
cessor which had made Asia 
the focus, especially in its 
latter period under the activ- 
ist foreign minister, Gareth 
Evans. 

The conservatives, by con- 
trast, have emphasised tradi- 
tional relationships in 
Europe, notably with Britain 
and the crown, and made 
more of the strategic part- 
nership with the US 
enshrined in the Anzus 
defence treaty. 

Australia, the new govern- 
ment argues, may be geo- 
graphically part of the Asia- 
Pacific but its cultural and 
other roots are elsewhere. In 
other words. Labor had over- 
cooked the Asian dimension 
to the detriment of other 


But circumstances have 
helped balance the new gov- 
ernment's perspective and a 
recent parliamentary white 
paper* on foreign and. trade 
policy indicates the realities 
of Australia’s position have 
reasserted themsehres- 

“With the gfahaTisatinn of 
the economy and the eco- 
nomic rise of east Asia, the 
currents of international 
commerce and of power and 
influence are shifting,” the 
report concludes. “The next 
century off e r s great opportu- 
nities for Australia, espe- 
cially in the Asia Pacific 
which is the region of the 
highest priority far the gov- 
ernment-” 

A senior government 
adviser describes Australia's 
position as that of the “odd 
maw in in Asia”, no ting that 

two-thirds of the country’s 
trade is with Asia; 100,000 
Australians live and work in 
Asia; three quarters of one 
per cent of the entire Malay- 
sian population was edu- 
cated at Australian institu- 
tions; and 7 per cent of 
Singapore’s population vis- 
ited Australia last year - to 
name a few indications of 
engagement with the region. 

“Those who see Australia 
simply scratching at the sur- 
face of involvement with 
Asia don’t understand the 
phenomenon," be says. 

Mr Downer provides a 
robust defence of the govern- 
ment’s conduct of foreign 
policy, arguing that critics 
“misinterpreted” apparent 
early diffidence about Asia. 
If not a proselytiser in the 
way of his predecessor, Aus- 
tralia's foreign minister cer- 
tainly subscribes to the idea 
that Australia's future lies 
largely In Asia. 



because of an obsession with 
deficit reduction. Govern- 
ment parsimony, he argue, 
has also hit business conn* 

deuce. . .. 

Mr Evans believes beir- 
tigh +gning has gone t oo fig 
and loosening is required. 
The degree to which the gov- 
ernment should seek to fur- 
ther stimulate economic 
activity is shaping op as one 
of the core differences 
between the two sides and 
will help define the eco- 
nomic debate for the next 
election. 

Peter Costello, one of the 
administration's mere effec- 
tive public pe rform ers, 
rejects these critiris ms but 
he is aware that the govern- 
ment is vulnerable to sug- 
gestions that cuts in spend- 
ing have dampened 
economic activity. 

Sensitive to such criti- 
cisms, and with an eye on 
the need to target mar gi n a l 
electorates with special 
assistance, the government 
has launched the “Federa- 
tion Fund” to help finance 
large infrastructure projects, 
such as railway construc- 
tion. 

But in the political cut and 
thrust of the looming elec- 
tion year, it is tax reform 
which seems certain to 
occupy centre-stage - assum- 
ing the government keeps its 
nerve and presses on with 
plans to launch pexhaps the 
most ambitious overhaul of 
the tax system in Australia’s 
history. 

Mr Costello knows that he 
will assume much of the bur- 
den for selling complex tax 
reforms and that the task 
will not be easy. He also 
knows there could hardly be 
a more propitious time for 
such reforms with inflation 
under control and interest 
rates low. However, Anstra- 



Prfaue timeE kk Howard laces a struggle to wfe fci 1996 


ban governments hav e a his- 
tory of ftanbHng tax reform 
when the political going gets 
rough- 

Proposed variations to. the 

tax scale, introduction of 
new taxes and chang es to 
th e web of of federal-state 
fjnqnriai jeIationships,will 
inevitably invite opposition 
from powerful interests, 
including unions, business 
and state governments, not 
to mention an opposition 
bent on making political cap- 
ital out of reform which will 
produce winners and losers. 

But the economy and tax 
are far from the only issues 
likely to weigh heavily in 
the run-up to the next elec- 
tion. Argument about race 
and native title - the rights 
of indigenous Australians to 
land - will also intrude. 

The incendiary activities 
of Pauline Hanson. leader of 
“One Nation", provides a 
dilemma for the coalition 
iuod Labor .«rinr*» Ms Hanson 
gives expression to real com- 
munity concerns about job 
security and molti-cultural- 
ism. Both major parties need 
to be careful to avoid alien- 
ating voters- who may have 
sympathy for “one nation” 
populism without folly sub- 
scribing to its more objec- 
tionable elements, InrJnritng 
overt racism. ' 

The native title issue pres- 
ents the government with 
sensitive management prob- 


lems as it seefck to.-strike' a 
delicate balance between 
falma sa to intfigen/UUS Aus- 
tralians and tbe risk 
faftrriafing ’ supporters in pri- 
mary industries, ’ including 


The coalition has come up 
with a 10-point pfcmto avoid 
pftpirihte caafustan following 
a High Court ruling last year 
which, cast doubt- on the 
validity of pastoral leases 
where native title might be a 
factor, opening a p ot en ti al 
pandora’s Box of claims and 
counter-riianns. . -•* 

This is a complex issue 
which raises numerous con- 
tentious questions about 
control and use of land and 
is thus extraordinarily sensi- 
tive in a resource-dependent 
country. Ms Hanson’s popu- 
lism plays on such concerns 
fmfi this enabled her to 
build supp or t in rural Aus- 
tralia, at the expense of the 
National Parly, junior part- 
ner in the coalition. 

Australian politics in the 
nttrt- 12 mnnfoa will be sub- 
jected to more than its share 
of cross currents. The gov- 
ernment laces a tricky task 
wiairrtirining a Steady COUTSe. 
The next election may be a 
good deal closer than seemed 
likely, or even possible; after 
Labor’s decimation. 

Mr Beazley may. well end 
up extolling the virtues of 
passive politics - achieving 
more by doing less. 


He defines priorities as 
promoting trade liberalisa- 
tion, building' security part- 
nerships to underpin eco- 
nomic. development i: . and 
continuing to. draw China 
into an active role in 
regional for ums. .. 

“Our objective is to ensure 
that Girina is fully engaged 
in tiie region and in that 
regard we obviously oppose 
notions of containing 
China,” he says. 

He refects , criticism that 
the government is soft on 
human rights, saying that a 
derision not to cosponsor a 
resolution criticising China 
at tbe recent human rights 
commission In Geneva was 
taken for “practical” rea- 
sons. 

“We are a practical, out- 
come-oriented government 
which believes that postur- 
ing on human rights is 
deeply cynical,” he says. 

The view from Canberra is 
of a relatively benign 
regional security environ- 
ment but that is not to say 
there are not worries. Mr 
Downer lists his concerns as; 
instability on the Korean 
peninsula; tensions in the 
Taiwan strait; upheaval in 
Cambodia; conflicting terri- 
torial claims in the South 
China Sea; and the “unsatis- 
factory” situation in Burma. 

“On balance the region is • 
peaceful," he says. “But 
there are uncertainties 
which is why we put empha- 
sis an security issues.” Aus- 
tralia has an active security 
dialogue with most countries 
of tbe region and bilateral 
agreements with Thailand, 
Philippines and Vietnam. 

As the recent white paper 
not es: “ Any threat to the 
security of east Asia - from 


tensions,- through sanctions 
to war - would have immedi- 
ate and adverse effects on 
Australia's trade with its 

major; export ma r kets, ( and, 

consequently, on the Jobs 
and standard of living of 
individual Australians. 

“Over the next 15 years 
-these points of inter -connec- 
tion between the security 
-and economic dynamics of 
.the region wifi grow, as will 
the web of interrelated secu- 
rity interests in the Asia 
Pacific." ' - ■ 

A senior foreign policy 
adviser to the prime minis- 
ter says critics misunder- 
stood the new government's 
early priorities, chief of 
which was "getting the US 
relationship 'right”. Because 
of its emphasis on Asia, Aus- 
tralia had been 'reluctant to 
speak about the importance 
of the US affiance. 

“We wanted to get reality 
and rhetoric together on the 
US” he says. “We finft our- 
selves in a new strategic 
environment after tbe Cold 
War: we have a more asser- 
tive east . Asia, a more fluid 
environment in the region, 
the end of an era approach- 
ing in Indonesia and China 
finally beginning to assert 
the influence which is 
rightly theirs. 

“The point we have to get 
across to China is that if the 
region is to be comfortable 
with its growth, it has to feel 
secure and confident about 
its intentions. We are very 
prq China’s • emergence so 
long as it’s hot damaging to 
others” 

. *M the National Interest : 
Australia's Foreign and 
Trad? Policy White_ Paper. 
Cornmomoealth of Australia, 


TARIFFS • By Tony Walker 
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Gowemmentmust 
maintain Hie pace 
q£ change if 
Australia is to 
prosper 

Australian governments 
worry' continuously about 
. industry policy. commJssran-' 
mgr report after report on' 
w&ys to improve competi- 
tiveness. The present gov- 
ernment is no exception. 

But concern is one thing, 
commitment to reform is 
another. Indications the gov- 
ernment may not be as zest- 
ful as its predecessor in 
efforts to sharpen industrial 
performance worry bodies 
soch as the Industries Assis- 
tance Commission, the 
industry watchdog. 

BUT Scales, chairman of 
the IAC, argues forcefully 
that In spite of government 
concerns about "reform 
fatigue” after the Labor era, 
it simply cannot afford to let 
up in its efforts to enhance 
productivity. 

“Should we take a rest?" 
he asked in an address 
recently to the Australian 
Institute of Company Direc- 
tors:' His answer was an 
emphatic, "No”. 

“Because it takes time for 
benefits of reform to reach 
business and citizens, delays 
in reforms now will have sig- 
nificant consequences well 
inbi) next century,” he says. 

“And, if we reflect on the 
reform agenda of the late 
1980^ we would have to say - 
only half done.” 

Mr Scales, who has spent 
much of his career in the 
man ufa ct uri ng sector, pres- 
ents a shopping list of what 
further needs to be done. 
Among priorities are the 
need for: 

• Clarification of property 
rights to avoid further confu- 
sion over native title (see 
page 6) .which is casting 
doubts on new mining- pro- 
jects’ anil existing- pastoral 
leases; 


• Creative measures to 
encourage higher standards 
of environmental protection, 
including tradeable permits, 
environmental taxes and 
performance bonds; 

• Unrelenting efforts to 
make the provision of goods 
and services more competi- 
tive for co mmuni ty benefit; 

• Provision of efficient 
infrastructure. moving 
beyond p lannin g to imple- 
mentation; 

• Priority to be given to 
workplace reform, removing 
regulations which inhibit 

“If we reflect 
on the reform 
agenda of the 
" 80 s, we have 
to say - only 
half done.” 

the ability of good managers 
to reward, and motivate, 
their employees. 

"Why is it that Australia 
needs more than 3000 indi- 
vidual awards, each acting 
as a specific industry safety 
net?” asks Mr Scales. 

Australian governments, 
conservative and Labor, 
have been extraordinarily 
diffident about unravelling a 
tangled skein of workplace 
regulations out of concern 
about the economic costs of 
confrontation with the 
unions which might ensue. 

Reluctance to tackle 
waterfront reform is perhaps 
the most conspicuous exam- 
ple of the need for change to 
working practices in Austra- 
lian industry. Cargo han- 
dling costs at Australian 
ports are among the world's 
highest due partly to out- 
moded agreements between 
employers and workers. 

But as Mr Scales points 
out governments alone can- 
not be expected to accom- 
plish workplace reform with- 
out broad community 


Historical data 


1983 1894 1985 

Private consumption* Z8 4,0 4£ -10 
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support and the backing of 
business in particular. 

“We must remove from 
our culture a desire to have 
the ‘state* unneccessarily 
control the human relations 
within productive work- 
places,” he says. 

“This is not a code for no 
regulation of workplaces, or 
the removal of unions from 
the workplace. It is a ran , 
however, for recognition by 
those making and adminis- 
tering our labor laws that 
Australian workplaces have 
changed from those which 
were prevalent in the 1960s 
and 1970s. 

“What this means in prac- 
tice,” he adds, “is that while 
a workplace regulatory 
safety net is necessary, the 
complicated set of industry 
specific awards should be 
urgently overhauled." 

Micro-economic reform is 
also on the agenda; although 
it is not clear how much 
urgency is attached these 
days to pushing ahead with 
complex changes aimed at 
improving competitiveness. 

Graeme Samuel, president 
of the National Competition 
Council, the body charged 
with monitoring implemen- 
tation of a raft of micro-eco- 
nomic reforms agreed by fed- 
eral and state governments 
in 1995, warned recently of 
the dangers of “losing our 
focus on the main game - of 
being so intent on rearrang- 
ing the deck-chairs on the 
Titanic that we forget the 
more important tasks of 
turning the ship around”. 

While conceding that 
much micro-economic 
reform - breaking down bar- 
riers which constrain com- 
petitiveness - is “politically 
hypersensitive", Mr Samuel 


argues that the onus is on 
the government to foster 
community support for such 
reforms. 

“It is pertinent to remind 
ourselves that political 
opportunism thrives in an 
environment of community 
ignorance," he says. “It has 
little scope to operate, how- 
ever. in an informed envi- 
ronment where scare cam- 
paigns and self Interested 
demands for government 
will be treated with the cyni- 
cism they deserve." 

On the other hand, Mr 
Scales asserts, Australia has 
benefited hugely from a 
decade or mare, of deregu- 
lation and micro-economic 
reform. 

Among the benefits of 
enhanced competition 
domestically and greater 
engagement globally are; 
sustained economic growth 
(more than six years of GDP 
increases); low inflation; and 
an improved trade orienta- 
tion. 

Micro-economic reforms 
have yielded a substantial 
fall in the real price of tele- 
communications and elec- 
tricity. along with the costs 
of services provided by Com- 
monwealth and state govern- 
ments. 

Tariff reduction has 
brought down the price of 
motor vehicles. Removal of 
quotas on cars means con- 
sumers now have more than 
100 models to choose hum 
compared with about half 
that figure 10 years ago. 

But as Mr Scales says: 
“More must, and can, be 
done to further the perfor- 
mance of the Australian 
economy. Improve our pro- 
ductivity, and raise our stan- ' 
dard of living." 


Fomenting 
royal dissent 


Republicans may 
be gaining the 
upper hand in the 
robust debate on 
the monarchy 

To be. or not to be? Moves 
towards a republic are set 
for a more intense phase in 
the new year with the con- 
vening of a Constitutional 
Convention to consider a 
possible end to traditional 
ties to the British crown. 

Not since the constitu- 
tional conventions of the 
late 19th century, which 
spawned the Commonwealth 
Of Australia, an amalgam of 
six federated states, win con- 
stitutional issues be so hotly 
debated. 

Republicans and monar- 
chists have yielded little 
ground in a debate which 
has generated more heat 
than light but in the latter 
part of this year discussion 
appears to have become 
more focused; although Aus- 
tralians are far from a con- 
sensus. 

Perhaps the most impor- 
tant recent development was 
the Intervention of Sir Zel- 
man Cowen, a former Gover- 
nor General and constitu- 
tional authority, who came 
out in favour of a republic - 
surprising since he had 
served as the “Queen’s man" 
and might have been expec- 
ted to support the status 
quo. 

In September, Sir Zelman 
endorsed ideas advanced in 
1995 by then prime minister 
Paul Keating for a “minimal- 
ist” change to existing 
arrangements. 

Mr Keating had proposed 
Australia appoint Its own, 
largely ceremonial, bead of 
state to replace the Queen. 
Australia's “president” 
would be elected by a two- 
thirds majority of the two 
houses of the national parlia- 
ment sitting as one and the 
candidate would be recom- 
mended by the prime minis- 
ter of the day. 

As Sir Zelman said: “I 
believe the time has come in 
the evolution of Australia’s 


independent national iden- 
tity, for us to have a truly 
Australian constitutional 
head of state. 

“It is important to under- 
line the point that we would 
not be hanging in any fun- 
damental respect the way in 
which our country is gov- 
erned. We do not contem- 
plate an Amen can -style 
executive presidency and we 
would retain our parliamen- 
tary system unimpaired. 

“We would, however, have 
as head of state an Austra- 
lian citizen or resident, who 
is exclusively ours and who 
fully, and unequivocally, 
stands for, and symbolises, 
our nation.” 

The debate about a repub- 
lic is generating strange 
cross-currents and it is by no 
means certain Australia is 
on course for major constitu- 
tional change. 

John Howard, prime min- 
ister and avowed monar- 
chist, has not gone out of his 
way to facilitate moves 
towards a republic beyond 
implementing an election 
campaign promise to con- 
vene the constitutional con- 
vention. Two sessions will 
be held In February in Can- 
berra with half the 152 dele- 
gates to be appointed by the 
government and the rest 
elected in a ballot to be con- 
ducted in Dec emb er. 

The basic question before 
the convention will be 
whether to end two centu- 
ries of formal ties with 
Britain. If it is decided 
change is desirable then the 
onus will be on the conven- 
tion to recommend a new 
system to be put to voters by 
way of a plebiscite in 2000. 
This might sound relatively 
straightforward but it is 
unlikely to prove so in prac- 
tice. 

The convention will be 
fairly evenly poised between 
the two rival camps and con- 
sensus may wen prove elu- 
sive. Judging by the verbal 
jousting in the lead-up, pro- 
ceedings will be lively. 

Sir William Deane, the 
present Governor-General, 
was described the other day 
by Bruce Ruxton of the 




Mafcokn TumbuB: A monarch “demeans Australia" nvpwMoffMuuQ 


Returned Services League as 
a “man of the cbardonnay- 
drinkmg Left". Sir William 
had hinted he was in favour 
of a republic, anathema to 
Mr Ruxton whose creed can 
best be summed up as; “God. 
Queen, Country and Flag." 

Thomas Keneally. the 
writer who revels in his Irish 
origins, appalled monar- 
chists by Ufrpmng the Queen 
to “a colostomy bag” on the 
body politic. This remark 
was made on St Patrick's 
Day. 

Mr Keating, who also has 
Irish blood, has been rela- 
tively quiet gbiw» his defeat 
last year but his description 
of opponents of a republic as 
“bootlickers and lickspittles” 
of the British nailed his col- 
ours to the mast 

Malcolm Turnbull, chair- 
man of the Australian 
Republican Movement, has 
no doubt that in the long 
run Australia will become a 
republic but he acknowl- 
edges it will be difficult to 
persuade an innately conser- 
vative electorate that change 
is necessary, or even desir- 
able. 

He believes that it is 
“important all of Australia’s 
national symbols and insti- 
tutions are unequivocally 
Australian”. 

“It is demeaning to have a 
foreign monarch as head of 
state. It sends confusing sig- 
nals to the region, it is a 
relic of the colonial days and 
it is the very antithesis of 
multicuttaralism,” 

Australians for a Constitu- 
tional Monarchy, the mam 


Australia's last monarch? ap 

monarchist group, has other 
ideas and will put them 
equally forcefully. Apart 
from a misty-eyed attach- 
ment to the crown, this 
group fears change for 
change’s sake and its wmtn 
argument appears to be be 
“if it ain’t broke don’t fix it” 
This is not a difficult propo- 
sition to sell to a complacent 
electorate. 

But monarchists and sup- 
porters of the status quo 
have to reckon with what 
appears to be something of a 
gronndswell for a republic. 

Recent opinion polls have 
shown Increasing support 
for constitutional change. 

Polls taken after the death 
of Princess Diana found that 
more than 50 per cent of 
Australians now believe 
their country should be a 
republic. In a poll conducted 
for The Australian newspa- 
per 54 per cent were in 
favour, a jump of 5 per cent 
from June and the first sig- 
nificant shift in opinion for 
three years. 
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PT Kaltnn Prima Coal 
' US$460,000,000 

PROJECT FINANCING 

Provided for the expansion of 
the Songotta Cool Mine 

A Lead Arranger 
National Australia Bask Limited 



FEBRUARY 1997 
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Singapore Petroleum Company Limited 
US$100,000,000 

TAX SPARED LOAN INCREASE 


Provided by 

National Australia Bank Limited 



MARCH 1997 


- Thi* annwiwwneni appears m a mauer of record only. 



Airport Link Company 
A$242,000,000 

MULTI OPTION PROJECT 
finance facility 

Fof the TlanificM Bouygues Venture 
funding of ifae Station Component aflhe 
New Southern Railway Project 

Arranger, Provider & Agent 
NatfamLAmtEalia Bank Limited 

^MoHonal 

SEPTEMBER 1995 
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YaUoarn Energy Pty Ltd 

A$1 ,480,000,000 

ACQUISITION FINANCE FACILITY 

Co Lead Arrange*. Senior Underwriter & Agent 
National AaotraBa Bank LknlUd 

■fewoffamJ 

DECEMBER 1995 
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n 

uutTEDenergy 
United Energy Limited 

A $500, 000,000 
COMMERCIAL PAPER and 
MEDIUM TERM NOTE PROGRAMME 

Co- Arranger 

National Australia Bank Limited 

Programme Manager 
National Australia Bank limited 



FEBRUARY 1997 


TOi BimouncEfuenL appears as a tanner of «cwd only- 



North West Water/AMP/Bechtel 
A$107,000,000 

INFRASTRUCTURE BONDS FACILITY 
Provided 10 the Consortium to 
Build. Own and Operate 
Ten Water Treatment Plante 

10 yipply Treated Water 10 the Adelaide Hills. 
Bsrossa Valley. Mid North and River Murray Towns 
in South Australia 
Arranged and Underwritten by 
National AnstraBa Bank limited 

SEPTEMBER IP« 


This announcement appears as a mater of reaml only. 



Airport Motorway Group 

AS&VMOfiOO 
Project PhuuKZ Debt Facility 

Foe dv ouBtractiofl and ufimm nf ihr 
laam Dbvribaoor Pmieci 

Aiiugid rod inlcnrrtRCQ by 
NiMMJhbLlbW 

j^icrfjwwl 

AUGUST 1W7 
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epicentrgy 


PT Mitra Global Telekomunikasi ( 


AS 120,000,000 


Indonesia 


INFRASTRUCTURE BONDS FACILITY 
Provided to epicenergy 
to bmkL own, and operate the 


US$480,000,000 



PROJECT FINANCING 


SOUTH WEST QUEENSLAND GAS PIPELINE 


Provided for construction of 
Indonesian Telephone Network 


Underwritten by 

Maiiiwl Ansitilia Wadt Lirmtgdl 


Co Arranger 

National Australia Bank t 


^NofioMrf 


%.Hoth hhsE 

DECEMBER 1996 


DECEMBER 1996 
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PEABODY 

energy 


Peabody Finance limited 

Eastern Energy Limited 


Guaranteed by 

Hie Energy Group PLC 

AS200,000,000 

COMMERCIAL PAPER PROGRAMME 


A$400,000,000 

COMMERCIAL PAPER and 


MEDIUM TERM NOTE PROGRAMME 

Arranger and Manager 

National Australia Bank Limited 


Arranger and Manager 

Matioaa] Australia Bonk limited 

Issuing and Raying Agent 

National Australia Bonk United 


Issuing and Paying Agent 

Nrtaoml Austnfii Bffll; llffiW 

4$£Nafionaf 


-jjuVofieiHrf 

APRIL 1997 


MARCH 1997 
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Cargill Asia Pacific Treasury Pte Ltd 
US$100,000,000 
TAX SPARED LOAN 
Provided by 

National Australia Paitfr Limited 

^Atotionof 

JUNE 199b 


This mOmeemM appears as a maner of record only. 
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North West Water/AMP/B ecbtel 
A$103,340,000 

PROJECT FINANCE FACILITY 

Provided to (be Consortium to 

Build, Own and Operate 

Ten Water Treatment Plants 

to supply Treated Water to tho Adelaide Hilb. 
Barossa Valley, Mid North and River Murray Towns 
hi South Australia 

Arranged, Underwritten and Provided by 
Asstr^Oft limited- 


Tins amouncetnem is a maner ot record tody. 
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TRANSURRAN 

CITY LINK 


Samsung Development (Anst) 

Pty Ltd 

A$89J00,000 

TERM FACILITIES FOR THE 
SFRINGVALE COAL PROJECT 

Arranged and Provided by 

National AnstraEa Bank United 

-^Notional 


Transnrban City Link Unit Trust and 
Transurban City Link Limited 

A$151 ,000,000 

PROJECT FINANCE FACILITY 

To support the Construction and Operation 
of (he Melbourne City link Project 

Lead Arranger 

National Australia Bank 





^ZCNanonat 

SEPTEMBER 1996 


FEBRUARY 1996 


FEBRUARY 1996 


Number One for Project Finance in Asia Pacific* 

Committed to Innovation and Delivery in Project and Infrastructure Finance 


^k.Naiional 

Australia Bank 

■Prate* Hrence Mnrtml 1997 - A* I** ^ 


National Australia Bank Limited ACN 004044937 ntEAsmimi <a/sm 
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BANKING • by Elizabeth Robinson 

Big four called 


to account 


Reform is opening the 
sector, and the 
established banks, to 
fierce competition 

Bank ers in Australia are still Ai g nw i in g 
the possible impact of reform, intro- 
duced in September, bringing a new 
era of competition to the sector. 

The cosy monopoly previously 
enjoyed by the big four banks of the 
deposit market will be opened to other 
financ i a l institutions with regulation 
reformed to divert responsibility from 
the central Reserve Rank, copying the 
system already adopted in the UK 

Although the re f or m s. annmm«»ri by 
Peter Costello, treasurer, and based on 
recommendations by Stan Wallis, a 
leading Australian businessman, are 
the most wide-ranging since the eariy 
1980s, when deregulation allowed for- 
eign ban k s to operate in Australia, the 
changes will not be introduced for two 

years, allowing *ihi» hanfcn anti their 


potential competitors time to jostle for 
position. 

The Wallis inquiry was charged with 
introducing competition without com- 
promising security. Its aim was to 
introduce efficiencies into a A$ 40 bn 
system which,as Mr Wallis said, was 
only an “average” performer in world 
terms. The main thrust was to open 
banking operations to non-banks, 
allowing insurers, mortgage lenders 
and other financial frwtim timm to com- 
pete head-tohead with hanks for depos- 
itors’ business. 

Retailers and large companies are 
also likely to seek a shoe. They wm be 
able to offer the Ml range of financial 
services and redeve the same level of 
protection, provided they meet pruden- 
tial requirements. 

While this sounds ominous for 
banks, observers say that the str u c tur e 
will not change greatly. Richard Shep- 
pard, deputy managing director at Mac- 
quarie, the investment bank, says the 
reforms “won't change life as we know 


it, but they might change life at the 
margins". New entrants, say observers, 
are more likely to seek out niche ser- 
vices, tailoring products for specific 
groups rather than trying to compete 
on a broader basis. 

John Edwards, chief economist at 
HSBC Markets, says: “The granting of 
the banking licence is not a licence to 
run an institution that calls itself a 
hank but a licence to run certain facili- 
ties in the market.” 

The reforms recognise the blurring 
distinction between banks and non- 
books and set out regulations to cover 
the growing penetration of new pay- 
ment systems, such as stored-value 
cards and electronic purses. 

The banks themselves are aware of 
the need for change. Don Argus, man- 
aging director of National Australia 
Bank, the biggest in the country, 
recently said that the existing bank 
model was of no relevance to the 
future. Ri« hank has already entered 
the insurance market, launching its 


with HIH Winterthur. 

NAB was disappointed by one omis- 
sion in the reforms - the government is 
TTiflTntaimng the “four pillars” policy 
that forbids the big four banks from 
t aking each other over. NAB has long 
argued far the formation of financial 
conglomerates to bring greater effi- 
ciency. ANZ and Westpac are perhaps 
the most vulnerable of the four to take- 
over. In theory foreign takeovers are 
allowed but, in practice, these are 
unlikely in the short term. The trea- 
surer has retained the right to approve 
stakes exceeding 15 pa* cent, m e anin g 
a foreign bank would have to boy 
either 100 pa- cent or less than 15 per 
cent in any venture. 

Consumers are likely to fed some 
changes resulting from the reforms, 
however. Far a start, fees and charges 
are likely to rise as the treasurer has 
removed formal central monitoring of 
h»mk fees. Mr Argus of NAB is at the 
forefront of the “user pays” charging 


own home policies through an alliance 


wave “We are entering a l ? ser ‘P^ 
environment,'’ be says, stres^ tfcrt 
his bank wants to reward loyalty and 
change the fee structure- 
While banks will be free to set theft 
own fees, increased cimipetition may 

make it difficult for them to do this m 

biggest ncnhank with 
{So built since its 
1992. John Syraond, managing « zre ™; 
says non-banks already have around 14 
per cent of the mortgage market anom 
the near-term “every month or two 
we’ll roll out a new product- The 
group will be offering most bari-hke 
products, extending into general insur- 
ance, car and personal loanS-^ 

Mr Symond's group has waged an 
aggressive c ampa i gn attacking hank 
fees and charges and warning that 
ba p** will be forced to raise them fees 
in less competitive areas. “In home 
lending, banks' margins have con- 
tracted by AjaSbn a year,** he says. 
-Most are recouping this in fees and 
charges. Until there is competition in 
other areas, the banks will continue 


Regulation Authority, which willover- 
fzrXTsafeiy of all financial restitu- 
Australian Corporation 

and Finance Services Coranj ^ 
which will ensure consumer protection 
and act as a maketreguMar. 

A third supemso^rtife; tha^ 

regulating the pajmimte syjcm ' ™ 
to be conducted by the 
Reserve Bank. States , will be asked to 
surrender regulation of credit union* 
mutual and bmkfing »°eties. so to 
small er financial institutions come 
under the same federal wntaella. . 

The regulatory reshuffle brings the 
Australian system more in. tone vnth 
changes in banking, recotfiising the 
growing importance of noihbanks and 
Spring tor security. However, 
Mr Sheppard says that while the 
reforms have heip^addressfocreasmg 
efficiency, more needs to be done to 
unlock the value in the system . 

-Ifce tax system needs to oe fixed 
outside the Wallis terms ctf reference 


PRIVATISATION • by Elizabeth Robinson 

Sharecroppers to shareholders 


Privatisations 
aimed at the 
public are fuelling 
the growth in 
share ownership 

The past 12 months have 
seen the participation of 
Australians in share owner- 
ship grow to levels rivalling 
other major w estern econo- 
mies, such as the UR and 
Canada. More than one third 
of adults, or 4.7m, now hold 
stock, according to the Aus- 
tralian Stock Exchange. 

And with forthcoming 
floats such as Telstra, the 
telecommunications group, 
the level of private invest- 
ment will increase farther, 
adding impetus to the coun- 
try’s capital markets. These 
will also benefit from the 
government's sen off of non- 
core assets, such as airports 
and its car Beet, in a privati- 
sation campaign through 
trade sales or public offers. 

The sale of Telstra in 
November, which Is expec- 
ted to reap around AH4bn 
for the government, will be 
the biggest sale in the world 
over the next 12 months. 


John Fahey, finance minis- 
ter, is determined that the 
Australian people should be 
the main beneficiaries. He 
has called the sale “the 
people’s float” and pledged 
that in the event of oversub- 
scription and allocations 
having to be scaled back, the 
sale win be weighted so that 
small investors receive "as 
close as possible to the num- 
ber of shares they applied 
for” with institutions facing 
limits mi their holdings. 

With the shares expected 
to trade at a premium, and 
no further tranches to be 
considered in the govern- 
ment’s present term, the suc- 
cess of the sale is bound to 
become an issue at the next 
general election. 

Coping with the height- 
ened interest is the country’s 
main exchange, the ASX, 
which last year announced it 
wuuld dismantle its member- 
ship structure ahead of a 
p lanned demutualisation. As 
part of the change to a 
shareholder-owned company, 
it is reviewing its pricing 
structure to ensure that 
future revenue will cover 
costs, capital expenditure 
and dividends. 


Apart from the big floats, 
the ASX is also setting up a 
new primary market for 
smaller companies so they 
can raise capital before list- 
ing on the main board. 

Using the internet as an 
electronic noticeboard, com- 
panies looking for capital 
will seek out providers and 
vice versa. “The fixture of 
stock exchanges, even more 
than the recent past, will be 
driven by technology,” the 
ASX said in its annual 
report 

The ASX has come a long 
way since 1987 when the six 
state stock exchanges 
merged into one market The 
market’s capitalisation is 
now equivalent to 76 per 
cent of gross domestic prod- 
uct, compared with 44 per 
cent in 1986, and its turnover 
in the same period has 
grown to A$212bn from 
AS40bn. But Maurice New- 
man, ASX rh a irman is not 
complacent He has warned 
of the growing threat of 
exchanges in other countries 
c laiming to be fimnrial cen- 
tres for the region, and has 
caTiori upon the g o vern ment 
to reform tax on securities 
trading and capital gains. 


“How many jobs could 
have been created or ven- 
tures begun if our tax laws 
did not penalise risk?” be 
wanders. 

Another exchange, the 
Sydney Futures Exchange, 
has taken an innovative 
approach to its products and 
services in an attempt to 
rival Simex in Singapore as 
the- region's main futures 
market In terms of numbers 
it has seen some success 
with 25.5m trades in 1996. 

In September it launched 
its first energy contracts, 
based on the deregulated 
market which saw power 
starting to flow across state 
borders allowing generators 
and consumers more free- 
dom of choice in supply and 
purchase. The contracts, 
based on those already 
developed for the New Zea- 
land Futures and Options 
Exchange, which the SFE 
owns, may be the blueprint 
for future contracts based on 
the gas and coal industries 
when they deregulate. 

Les Hoskins. SFE chief 
exeentive, eagerly awaits 
this expansion. “Coal is the 
prize,” he says, pointing out 
that Australian coal prices 


are currently set annually 
and there would be great 
deman d for spot prices. 

The SFE hopes the recent 
El Nino weather system, 
which has caused lower than 
average rainfalls in the 
Pacific region, will result in 
renewed interest by Austra- 
lian commodity producers in 
their domestic exchange. It 
points out that, for example, 
in wheat. Australian con- 
sumers and producers seek- 
ing hedge positions would 
manage risk better if they 
traded wheat futures cm the 
SFE. as prices in Australia 
rose while those in the US 
fell. This would also hold 
true for crops such as sugar 
and cotton, according to Mr 
Hosking. “If you are a wheat 
producer and selling in Aus- 
tralia, t hen taring a US-based 
futures market is entirely 
in a ppropriate," he says. 

Meanwhile the govern- 
ment's trade disposals of 
assets has gathered pace, 
spurred by its successful 
sale of three main a irports , 
Brisbane, Melbourne and 
Perth, earlier this year 
which raised A$3.3bn. It 
hopes to conclude the next 
phase of its airport disposal 



Sate phone In November, the pubfic can buy in te state telecoms cooqaany, Telstra nwMxetawiUmy 


programme by the end of 
June, selling 15 regional 
facilities. 

But the main prize, Syd- 
ney. is still not on offer. Dis- 
posal of the country’s big- 
gest airport remains on hold 
until a noise amelioration 
issue is settled and a deci- 
sion on siting the city's sec- 
ond airport is made. 


Another transport offer 
due by the mid of the year is 
the National Freight 
operations, whSe the sale of 
an 18,00Detrang car fleet to 
Macquarie, the investment 
bank, has already . raised 
A$42Qm. 

Mr Fahey says an-inquiry * 
into Australia Post and its 
products is also under way 


and should be concluded by 
March 1998. ’ ’ 

But he stresses that the 
government programme is 
not to fund recurrent expen- 
diture and has no impact on 
underlying debt. “What it 
comes down to," he says, “is 
the - question /of ’ 'Is this a 
business the government 
should own?” 1 
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.INCORPORATING. 


SELECT I HOTELS f RESORTS INTERNATIONAL 


Australia has some of the finest 
Small Luxury Hotels in the world 


Omall Luxury Hotels has brought together over 
J 240 superb properties in more than 50 
countries around the globe, 20 of which are 
within Australia. Sharing a commitment to 
personal attention, excellent cuisine; and outstanding 
accommodation . . your ideal sojourn awaits. 

From El Quescro in the majestic North West, 
to Kewarra Beach Resort in Far North Queensland; 
from Desert Cave, the opal capital of South Australia, 
to the spectacular Lilianfels Blue Mountains, 


just outside Sydney, luxury will envelop you. 

For the wine connoisseur Cape Lodge in the 
Margaret River, or Eucalypt Ridge in che Yarta 
region will be the opciuro; and for the perfect 
gateways to chis magnificent country - The 
Observatory in Sydney and The Windsor in 
Melbourne will ensure a true Australian welcome. 

If you seek a cruly luxurious experience within 
Australia and around the globe. Small Luxury 
Hotels has the portfolio for discerning travellers. 


Reservations at any of the Small Luxury Hotels globally 
are obtainable by calling the following numbers: 

Europe: France 0800 90 75 !<5 (toll free): Germany 01 yO 81 8922 (mil fee); 

Great Britain 0800 964 470 (toll ftw); Holland 060 220 564 (mil free); Italy 167 876 780 (toll free); 
Spain 900 993 280 (toll free): Switzerland 0800 55 5780 (toll free) 

Americas: United Scares & Canada 800 525 4800 (toll free* Mexico 95 800 525 4800 (roll free) 

Asia Pacific Australia lfiOO-251958 (roll free) or wiebin Sydney 941 1 5512; Hong Kong 800 6378 (toll free); 
Indonesia 001 800 61 862 (roll free); Japan (03) 5352 0917; Malaysia 800 5277 (roll free); 

New Zealand 0800 441 098 (coll free); Singapore 800 6161 125 (coll free) 

From any Other country: + 32 (0)2 753 58 1 1 (Belgium) or Via your travel agent who will use the the 
LX code (for LuXury) within all major GDS systems worldwide. 

For a copy of the SLH Directory please call: 

Europe <-44 (0) 1372 375 1 16; Asia Pacific +61(0)2 »tfl5 4577 or North America + 1 713 52 2 3 159 

(Postage 6 package charges apply) 


FT Gl IDE TO 

INVESTMENT 

MANAGERS 

in Asia 


Expanding at a rale of 
15-25% per year, the 
inv es tm en t management 
industry in Asia is one of 
the fastest-growing in 
the world. 


L niijue coverage 




The Ft Guide to investment 
Managers m Asia is the only 
regional directory of investment 
managers in Asia. It provides a 
complete listing of 178 leading 
investment managers in Hong 
Kong, Malaysia, Singapore, 
Taiwan and Thailand. Listings 
include details of each investment 
manager's: 

* range of services 

* benchmark practice 

* organisation and 
international links 

* fond and portfolio highlights 

* professional support 

* style of investment and asset 
allocation 

* main areas of investment 
by country 


\n essential reference 


The FT Guide tolavestment 
Managers in Asia is an ; 
invaluable guide hr alf- 
professionals involved in the 
investment management industry 
worldwide. 


Key features 


profiles of 178 investment 
managers operating in Asia 
a ranking of the top 100 
investment managers In Asia 
extensive indices which allow 
the reader to cross-reference a 
manager's funds, professional ■ 
contacts and support proriders 
including a ranking of the fop 
10 auditors, lawyers, 
custodians and brokers serving 
the industry 

an overview of the key ‘ 
regulatory environments in Asia 
a survey of the Asian pensions 
industry 

an anafysis-of the region's • . 

future prospects 


\ ho ut the editors 


T-- 

f+* 


The FT Guide to Investment 
Managers in Asia has been 
compiled by RCP & Partners, a 
leading investment management 
rating agency in Geneva and 
Hong Kong. The guide is based 
on the first annual survey 
conducted among 178 
investment management houses 
across Asia (excluding Japan] 
covering some US$270 billion 
worth of assets. The survey was 
conducted by RCP & Partners 
with contributions from a team 
of professional consultants 
comprising: 

* KPMG 

* Watson Wyatt Worldwide 
' * Hedge Fund Research 

;♦ • The WM Company 


FT 


FINANCIAL TIMES; 

Finaruze 

i Asia Pacific - 


□ Yes’ I wish to onkr copy(ies) of the FT Gukh to Investment Managers 

M -~ for only USS395/HKS3.065 ' - * . ' 


m 


PAYMENT OPTIONS 


□ I enclose a cheque made payable to TT Finance Asia Pacific" for USSflBKS • : 


□ Please chaige my credit card: QAmex Q Visa Q MasterCard □Dmers Expiry Date: 
^ ard N°; — ! — . Signature: • • : - ; ~ 


Mr/Ms Surname: 

Job Title: 

Address: 


_ Fust Name: 
_ Company: 


Tel: 


Fax: 


4 ® 


.E-mail: 


Easy Ways 
To Order 


Ms Shelagh Paterson |\X] BT Finance Ada Pacific 

+(852) 2863 2600/ 1 i Sake ism, Asian Hoof* 

Wanchai, Hong Kong 

r^r^i 

+(852) 2520 6954 
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Green concerns 
arc drowned out 
by the 'currency 


energjrexports 

Australia’s heavy reliance 
on energy-intensive industry 
and:. energy exports is lead- 
ing it on. a collision course 
with ; other countries in the 
greenhouse gas debate likely 
to come to a head at the 
global warming conference 
in Kyoto zn Japan in. Decem- 
ber. -- ■ 

The jstance taken by John 
Howard, prime minister, is 
for. differentiated en ti s gUon 
targets for each country, in 
contr ast to the proposals by 
the . European Union for 
’ mandatory, uniform targets. 
-Mr Howard argues that, 
"Atstraba is almost in an 
atypical position because of 
oar enormous exports of 


Energy commodities 
acbcmpt fcr more than 12 per 
cent of Australian export 

Aufllrilian Bureau of Agri- 
co^ral and Resource Eco- 
nomics, with 61 per cent of 


TifCOMS 


these going to Asia, chiefly 
for electricity generation. 
Abare values Australia’s 
. exports of minerals and 
enetgy at A$36bn and fore- 
casts this will rise to around 
A$43Abn by 2002 tHanlrq to 
increasing demand from 
Asia. 

The forecast growth in 
demand for thermal coal, 
liquefied natural gas and 
uranium is being matched 
with increasing expenditure 
on energy exploration. 
• which Abare says has grown 
37 per cent in four years. 

Earlier this month the 
government gave the 
gb-ahead for exploitation of 
the controversial Jabiluha 
uranium deposit owned by 
Energy Resources of Austra- 
lia. The mine is within the 
Kakadu National Park in the 
Northern Territory and ERA 
still faces negotiations with 
local aboriginals over the 
mineral leases before the 
mine can start operating in 
2000. 

The green light to Jabi- 
luka, which ERA says will 
generate sales of AJi2bn 
over 28 years, restarts a 
push to exploit Australia's 
uranium reserves, which 


to hold on to power 


had faced restrictions for 13 
years under the former 
Labor government 

Australia has around 30 
per cent of world resources 
of uranium but only 10 per 
cent of the market Uranium 
production this year is fore- 
cast to rise 113 per cent to 
6,700 tonnes, according to 
Abare, but, because of lower 
prices, exports will slip 
slightly to A$240m. 

By contrast, growth of the 
Australian coal industry has 
slowed, with production 
increases easing to an esti- 
mated 3.6 per cent this year 
after last year’s 6 per cent 
rise. The industry ha« with- 
held expansion because of 
lower global prices and poor 
profitability while -its pros- 
pects have also been 
blighted by long-running 
industrial disputes. How- 
ever, it still hopes that 
greater demand for energy 
In Asia will lift exports. 

Japan. Australia's largest 
customer, is likely to seek 
further price cuts when talks 
are held by the end of the 
year, arguing that demand 
for steel in the region will 
foil because of the downturn 
of Asian economies this 


year. Nevertheless, Abare 
expects a 7 per cent rise in 
coal exports this year to 
156m tonnes, reaping some 
A$8.4bn. 

Australia enjoys fourth 
place in the world for pro- 
duction of liquefied natural 
gas, producing 73m tonnes, 
or just more than 10 per cent 
of the world market. 
Demand for LNG is rising 
rapidly with some observers 
believing it could double in 
the next 15 years fuelled by 
rising consumption in Asia. 

And this demand is 
unlikely to be hit by envi- 
ronmental concerns, LNG is 
considered one of the cleaner 
sources of energy with the 
large North West Shelf 
reserve, which is undergoing 
expansion to produce 7m 
tonnes a year by 2004. 
accounting for just l per 
cent of Australia’s green- 
house gas emissions. 

Shell Australia and Wood- 
side, the Australian oil and 
gas company, are planning 
the construction of a A$10bn 
LNG plant near Darwin 
which they claim will rival 
the North West Shelf for out- 
put. These developments, 
along with the Gorgon and 


Bonaparte basins which will 
be capable of producing well 
in excess of 10m tonnes a 
year within 10 years, have 
not been stalled by this 
year’s foils in LNG exports 
by value largely 1)603086 of 

lower oil prices. Abare fore- 
casts that LNG exports this 
financial year will be around 
A$l.46bn compared with 
A Si 34b n last year. 

When Mr Howard 
announced his approval for 
Jabiluka he called it “a pro* 
jobs, pro-development deci- 
sion that is entirely consist- 
ent with the commitment we 
have to the environment”. It 

is thin wimmtfmpn t to jobs 

that appears to define his 
stance on greenhouse gas 
emissions. He has already 
come into conflict with his 
South Pacific neighbours, 
who reluctantly agreed at a 
16-nation forum to accept 
Australia's stand against 
mandatory uniform targets, 
despite their concerns about 
rising sea levels 
some of the low-lying 
islands. 

Mr Howard rejected man- 
datory targets, as proposed 
by the EU, saying: There is 
a call that Australia's grow- 


ing economy be burdened 
with a new, unrealistic and 
unfair speed limit upon 
growth." 

Australia is responsible for 
1.4 per cent of global green- 
house gas emissions but 
Greenpeace, the environ- 
mental group, says that per 
head of population the coun- 
try is one of the highest pol- 
luters in the world as 90 per 
cent of the electricity system 
is coal-fired. 

Instead of the ElTs plan 
that all countries cut emis- 
sions by 15 per cent from 
1990 levels by 2010, Mr 
Howard wants “achieveahle 
and equitable” targets but 
this request that every coun- 
try negotiate its own limits 
has been widely rejected as 
too complex. Japan recently 
outlined its position, sug- 
gesting a 5 pm* cent cut from 
1990 levels, resulting in the 
likelihood of Mr Howard 
being a lone voice at Kyoto. 

The Australian Conserva- 
tion Foundation estimates 
that Australia could achieve 
cost-effective cats of up to 20 
per cent by 2010. By then 
Australia's biggest experi- 
ment with greener methods 
will have been judged. 



Fan out; Mr Howard has approved increased u-anium extraction 


The showcase Olympics in 
Sydney in 2000 will feature 
the world's largest village 
powered by solar energy. 
The athletes village at the 
Olympics site in Homebush 
is to be fitted with 665 solar 
photovoltaic systems in Aus- 
tralia’s first large-scale grid 
connection of solar energy. 


Each house in the village 
will be able to draw power 
direct from its solar cells but 
will also be connected to the 
grid allowing it to draw elec- 
tricity when demand exceeds 
supply, or to feed energy 
back into the grid when the 
complex is generating a sur- 
plus. 


by Elizabeth Robinson 



breakdown 


leregulation in the 
tor- speeds up, the 
iMe is on for 
rioBtyshare 

ie- competition hots up in 
. telecommunications, so 
i litigation. 

►market la in the home stretch for 
now that a new regula- 
introduced in July, has 
1 restrictions on Telstra, the 
it company, imposed by the 
government in 1991 to allow operators, 
such as Optus and Vodafone, to 
became established. 

:'‘S.e firms now jostling for market 
shape are using every tactic - technol- 
ogy; marketing, services and even law- 
surtg-to gain a footing. 

. T^stra has conceded that it will lose 
market share but tt has its own growth 
tactfc^to consider, the listing in Novem- 
ber of ohe-tturd of Its shares. . 


The new regime makes no distinction 
between services, therefore Telstra can 
compete equally on pay-TV with other 
providers, as well as on more tradi- 
tional telephony. Telstra says the new 
regime frees it to get all the value it 
can from economies of scale in the 
industry. 

Its search for such economies has 
prompted Optus, its closest competitor, 
to launch a lawsuit for around A$900m 
cl aiming Telstra is abusing its domi- 
nant market position. One of Optra's 
allegations is that Telstra is cross-sub- 
sidising its loss-making Foxtel cable 
TV operations from its local call reve- 
nue. Optus claims: "Foxtel was estab- 
lished soley to attack one of Optus' 
revenue legs." Telstra has yet to 
respond to the suit, which will be 
heard in March at the earliest 

Optus has named pay-TV as its most 
urgent issue but says it will, be years 
before, .ft. reaps any. profits from the 
unit, Optus Vision- The division last 


year reported losses of A$387.9m and 
contributed to a A$423m abnormal loss 
at the parent level as Optus wrote 
down some of its investment 

However, Peter Howell-Davies, outgo- 
ing chief executive, stressed the value 
of Optus Vision saying it would allow 
the company “to move forward with 
our plans to provide customers with a 
complete and seamless bundle of 
Optus-branded products - from a full 
telephone service to pay-TV and inter- 
net access". 

Optus has renewed confidence 
thanks to backing from Cable and 
Wireless, the UK group which doubled 
its stake to 49 per cent in July. C&W 
has earmarked the company as a 
springboard far growth in Asia, giving 
Optus a powerful shareholder commit- 
ted to its success. 

Hie Australian company is also try- 
ing to defend its pay-TV operations by 
disputing the proposed merger, between. 
Telstra's Foxtel, a joint venture with 


News Corporation, and Australis. 
Optus received a setback earlier this 
year when the Supreme Court rejected 
its plan to share satellite infrastructure 
with Australis, resulting in Optus hav- 
ing to build its own satellite system. 

The operator has since been vocifer- 
ous in demanding a review of Austra- 
lia’s pay-TV market. It argues that it 
has not been a successful product for 
customers, as each provider can offer 
exclusive content which leads to High 
rates of churn, for example among 
sports fans who might have to switch 
providers to follow their favourite 
sport. 

Another area for conflict is local 
number portability, the system 
whereby customers can switch between 
services but retain the same phone 
number. The federal government 
stepped in in September to rule that 
Telstra should underwrite the cost of 
switching numbers andofferthe ser- 
vice by May. Optus is keen that the 


service is operating before that date 
but Telstra insists that an earlier dead- 
line would be at the expense of accu- 
rate testing. Although Telstra is 
resigned to losing some market share, 
holding rival operators off until May l 
will at least contain that 

Telstra still enjoys a virtual monop- 
oly on local call access, with Optus and 
other providers having to pay it an 
interconnect fee. There are some 6.6m 
lines in Australia, with only 12,000 
using Optus for local calls. Telstra cur- 
rently offers customers, such as Optus, 
a 15 per cent discount on local call 
access but, as Optus cables ran past 
only one third of Australian homes. 
Telstra will remain in a strong position 
with guaranteed revenues for some 
time to come. 

Over the past four years Telstra's 
market share has slipped by around 3 
per cent a year, to around 83 per cent 
bat the group has factored further ero- 
sion and potential litigation into its 
plans for flotation. 

The November sale of one-third of its 
shares will be the biggest offer in the 
world over the next yeflr with . esti- 
mates of a gain of up to A$14bn for the 


government Further tranches may be 
considered but the government will 
likely make them an issue at the next 
election, hoping to win the fovour of 
the “m ums and dads” voters who are 
likely to profit handsomely from their 
investment 

In its prospectus Telstra forecast 
profits in the year to June 1998 to rise 
to A$23bn, from A$L62bn last year. 
Telstra, like Optus, has seen its profits 
held back by pay-TV losses and has 
warned that it will not see gains from 
that arm “for several years”. It will 
surprise no-one if Telstra’s market 
share slipped to 60 per cent over the 
next five years, from around 80 per 
cent at present, but the reduction will 
be in the context of a market which is 
expanding overall According to Tel- 
stra, industry revenue has grown from 
A$13bn in 1993 to A$173bn last year. 

Optus will be a close observer of the 
Telstra sale, as it will help put a value 
cm its own float, which has been put 
back several times. A new chief execu- 
tive, Chris Anderson, takes over in 
October and he is likely to see Optus 
through a float within the next three 
years. 
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SPORT • by Elizabeth Robinson 


pATWE TITLE * by Tony Walker^ 


In pursuit of a 


new gold standard 


The 2000 Games 
will showcase 
host nation talent 
in and around the 
Olympics 


Michael Knight, the 
Olympics minister, recently 
told foreign correspondents 
that “Three years out from 
the games we thinly we are 
in relatively good shape.” He 
was referring to the massive 
project at Homebush, site for 
the 2000 Olympics in Sydney, 
where construction of the 
stadium and infrastructure 
is costing A$3m a day «nt\ is 
due for completion by the 
end of 1999. 

Homebush is not the only 
thing shaping up for the 
games, however. Long before 
Sydney was even chosen as 
the site for the 2000 games, 
Australian athletes were 
aiming for gold. Australia's 
hosting of the games has 
given them extra impetus 
and the country's atm is to 
be In the top five of the 
medal league table. 

The government has given 
A? 135m to help fund athletes 
in the run-up to the Olym- 
pics, on top of the annual 
budget of around AS 30m for 


the Sports Co mmifl slnn the 
government-run body 
responsible for Interpreting 
sports policy. That policy is 
to encourage wide participa- 
tion, as well as identify and 
nurture the elite. Australia 
has 130 major sports organi- 
sations, most of which 
receive funding from the 
Sports Commission with 
high-profile sports such as 
swimming and basketball 
receiving around A$3m a 
year. 

The Sports Co mmi ssion 
tops up government funding 
by raising around A83m a 
year through its own pro- 
grammes and receives 
another A$lm of what it. 
calls ‘value in kind' from 
sponsorship, such as travel 
concessions. 

The Australian Institute of 
Sport is the public face of 
the Sports Commission, a 
hallowed campus where the; 
elite are identified and 
trained and where sport is 
treated as a science to make 
the best better. The institute 
was formed 16 years ago in 
an effort to haul Australian 
sports into top gear after a 
disastrous showing at the 
1976 Olympics in Montreal. 
The high reputation that the 
A IS now enjoys, and the 


excellence that is associated 
with it, is used by the Sports 
Commission in its marketing 
and fund raising. 

A product endorsement 
programme brings in 'hun- 
dreds of thousands' in royal- 
ties, according to Ned Gray, 
who heads the marketing for 
the Commission. The AIS 
logo appears on products 
ranging from vitamins to 
cereal and sports bras. 

The rewards for a com- 
pany using the AIS logo are 
high, says Mr Gray • a sur- 
vey in 1996 found OS per cent 
of Australians recognise the 
institute and around 60 per 
cent said they would buy 
products carrying the logo. 
The commission started the 
endorsement programme in 
the early 1960s, with Speedo 
one of the first to sign. The 
buy-in price now for a com- 
pany wanting to use the AIS 
logo is around A$20,000 but 
other deals are on a royalty 
basis that can bring in more 
than 100 times that. 

The programme can also 
help the AIS in more ways 
than funding; for example 
IsoSport paid for a research 
fellowship In the AIS’s sci- 
ence department that 
resulted In an isotonic drink 
now in commercial produc- 



Title fight 
set to go 


the di 


The land claims 
issue rumbles on 
in spite of efforts 
to referee a 


Fast lane: KJeran Parkins is one of the efite who wffl be going for go M In 2000 


Ban* BnayiAl*r*K* 


tion and carrying the AIS 
logo. “Our relationship with 
corporate Australia is devel- 
oping all the time,” says Mr 
Gray. 

The Commission distrib- 
utes funding to sports com- 
mitted to certain goals, such 
as membership levels or 
updating policies or technol- 
ogy. But it tries not to be too 
prescriptive. “We feel it is 
important they should have 
ownership.” it says. 


The Olympic Athlete Pro- 
gramme within the Sports 
Commission was set up in 
1994 specifically for the 200 0 
games. 

David Lalor, co-manager of 
the programme, says Austra- 
lia wants to field as big a 
team as possible at the 
games and alms to win 60 
medals, including 20 gold (in 
the 1996 Atlanta games Aus- 
tralia won 41 medals, includ- 
ing 9 golds). 


The squad for the 2000 
games has already been 
identified and out of the 
present 900. some 600 will go 
on to represent Australia at 
the Sydney games. 

Mr Lalor says his role 
extends beyond the 2000 
games as the ultimate aim is 
to create a legacy of a h i gh , 
performance culture, 
embodying quality coaching, 
education and development 
of sports science. 


SPORTS ACADEMY 


Youngsters with stars in their eyes 


Australia hopes that by 
encouraging greater sports 
participation excellence wiD shine 
through bat it is not leaving such 
matters to chance. 

The country's talent 
Identification scheme hopes to 
avoid what it toe 'coUjsScst' 
factor, of a few talented athletes 
falling into their particular sport 
by accident. Instead it aim* to 
identify, at an early age, which ' 
children could potentially be the 
next Kieren Perkins of swimming 
or Catby Freeman of r tmnmg . 

Every year each of Australia 1 ^ * 
2,000 high schools is invited to 
participate in the talent spott i ng - 


and, mi average, around 800 reply. 
Nine talent search co-ordinators' 
then conduct eight tests on more . 
than 10,000 children, usually at 
around the age of 14, and about * 
half of these will be invited hack 
for mare testing. The 'first round i ‘ 
of tests will usually be simple 
timed runs but the next stage of .. 
testing win be move scientific 
measuranents. 

Debra Home who runs the 
programme says the scheme has 
been going sinee 1991, with 
athletes for the 2000 games being 
targeted in 1994. This has given 
her a database which is becoming 
more valuable every year in 


. identifying which^ports respond 
best .to the system. The children- 
are then inducted into thechasen , 
sport far around three months y>' r 
: and, if they continue to show" - 
aptitude, they spend one or two ' 

years in intensive training. w 

Ms Hoare says that since 1994, 
‘2j077 athletes have been placed in '- 
sueh programmes and around $5 
per cent remained. In particular, 
around 40 percent of the national 
rowing team has come from the 
identification programme. 

Hie scheme, says Ms Hoare, is • ■ 
best at identifying sports stars for 
athletics or cycling and rowing 
but the programme has also ; 


identified the p ar tici p ants for the 
2000 women's weightitfting team. 
*Tt makes sense for us to target 
the ’softer’ events,” She says. 
“Medals on an interhatfonaJ scale 
are easier to get in these sportel 
' And at the end we wiE be Judged 
by our medal tally.” . 7. 

Ms Hoare also travels to ‘other’ 
countries to advise anhdwfiiey, 
too, could run talent v \ ■ : 
identification schemes, which 
brings in consultancy foes for the 
AIS. * 7 : V r ^v v *'‘ : V V: ' 

However, most of tbd countries . 
she advises are a long way from 
offering the same service. “Yon' , 
can identify as many foi epted 


athletes as yon want but if you 
don’t have the infrastructure 
you’re not going to get 
anywhere,” says Ms Hoare. 

The next big area to be 
researched, she says, is 
identifying talent for team sports. 
A programme for netball and 
basketball has been started. 

The testing of high school 
children to channel a few into 
certain sports seems extreme but 
Ms Hoare says: “Yoa*re never 
going to be suoccessfol in elite 
sport unless yoabre prepared to go 
oat on a limb.” 


Elizabeth Robinson 




compromise 

Native title might sound like 
a relatively innocuous; 
phrase but for the goyenir 
ment there is hardly a, mare 
vexed issue than the imbro- 
gho arising from the claims 
to land by indigenous Aus- 
tralians and the resultant 
court rulings. 

Since the High Court ruled 
latp last year that pastoral 
leases do not necessarily 
extinguish native ti tle, 
thereby raising the spectre 
of legal challenges across the 
country to the validity of 
such leases, the government; 
has been seeking ways to 
contain the possible fallout. 

In early September, it 
introduced the Native Title 
Amendment Bill to imple- 
ment a 30-point plan which 
seeks to protect formers and 
others, including miners, 
Involved in the legitimate 
commercial use of leasehold 
fond. 

Senator Nick Minchin, par- 
liamentary secretary to the 
prime minister, says amend- 
ments to the Native Title 
Act of 1994 are aimed at pro- 
viding “certainty to pastoral- 
ists so they can cany on pri- 
mary prod action activities”. 

“The Government has had 
to balance a range of com- 
peting interests In pursuing 
a response which is in the 
overall national interest,” 
says Sen Minchin, who has 
responsibility for sorting' out 
the potential mess. 

Bui the negative reaction 
to the amendments from pri- 
mary producers and native 
title claimants indicates gov- 
ernment has some way to go 
before it satisfies the two 
sides, if that is passible with- 
out further High Court 
action. 

Mr Howard, in his efforts 
to garner community sup- 


port for the ' amendments to 
the Native TTtte Act, pointed 
out that, even under his 10- 
polnt plan. 78 per cent of 
Australia was potentially 
open to native title claim. Of 
the 78 jper cent, 42.per cent 


j 1 1 * V* *- ' ff mf M — . I — 

"The ’Hfgb Court said its 
ruling was aimed at ensur- 
ing , ^CQi£8lstB^ with fann- 
ers' and miners' rights to 
utilise the. land protected 
whilst- upholding the Aborig- 
ines* traditional right of 


access. . 

But much of rural- Austra- 
lia sees tt differently, regard- 
ing the ruling as a threat to 
livelihoods aiad a recipe for 
disaster. Donald McGauchte, 
president nf the National 
Farmers’ Federation, told a 
‘ parliamentary committee 
last month that sharing title 
.is unworkable and farmers. 
■ Tyiryrf reject amendments to 
thf Nktive Title Ac t. 

The raiding industry has 
also weighed in, .warning 
that uncertainties would dis- 
courage investment 

In a sahmisskm to the par- 
liament committee, the Min- 
erals Council of Australia, 
said the amendments would 
leave miners vulnerable to 
open-ended compensation 
claims and do nothing to end 
the administrative night- 
mare of multiple and over- 
lapping native title claims. 

“The economic cost of 
delay and frustration result- 
ing from inneffident and 
uncertain processes will sig- 
nificantly bias investment 
decisions to other competi- 
tive environments;* the 
MCA said. 

On the other hand. Aborig- 
inal groups and sup po rter s 
are protesting over the 
amendments which, they 
say, dilute the original 
Native Title Act and are 
inimical to the in terests of 
native Australians. 

The amendments will 
almost certainly fiace legal 
challenge before the. High. 
Court. The uncertainty and 
angst is set to continue. 
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Melbourne the best place la the Asia-Pacific to da besiaess.’ 1 

Mark Birreil - Minister lor Industry. Science & Technology. 


Melbourne is the business and Industrial centre of 


Australia and the headquarters for seven of the country's 
lop ten profit making companies. The ‘businesses of the 
future* are attracted by the key factors which emerge in 
the AIVANTA6E IELBBBBHE report. The detailed report, 
prepared by KPMG Management Consulting, was 
commissioned by the Victorian Government. 

It compares business costs in Melbourne against 
11 international cities, including many across Asia. 
The study found that Melbourne was the lowest cost city 
for electricity, industrial land, factory rent, air freight. 


office rent and expatriate allowances. These facts are 
backed by recent economic achievements, with Victoria 
recording higher annual growth in both private invest- 
ment and exports than the rest of Australia. 

The ADVANTAGE MELBGB1RE report also points to 
other Melbourne strengths: its creative, weli educated 
labor force; high quality business infrastructure; access 
to well priced raw materials; and excellent transport 
links to markets in Asia. 

it proves that Melbourne is the best jjface in the 
region to do business. 

For more details examine the ABVANTAGE MELBDIBRE 
report on the Internet: fittpi//www.busine5s. vic.gov.au 
or telephone Business Victoria in: 


**- 


Wot too familiar with all the 
customs in Asia? Talk to 

thh telecommunications company 
that knows its way around. 


For newcomers, Asia can ba n enlacing plnca. Customs, rtta.l, .„d Mys „f bostes , eje| Jjff j ^ , , 

Tbai-s yoo sboaM toil ia Toisna. Wo* had people in bin for over « yoors, trorkiog * .elocomL^^ J 

»ll, nationals frngi Hong Kong to the Middle Fast. As yon'd imagine, ,h„ sort of up „ iuIe ^ „ fe : ^ ; 

Everything from telecommunications solutions to the correct etiqoitte for ■ ~ ■, Dll d pretty well. 


Melbeorae (613) 9651 9231 Babel (S7U) 321 898 Fraokfert {4909) 668 0740 Ha>B *o“fl (852) 2587 1133 
Jakarta (6221) 570 7209 Laadoi (44171) 836 2656 Seeal (822) 739 0575 Tokja (813) 5210 5041 


Everything from telecommunications solutions to the correct etiquette for 
cable-car spas. If your corporation needs a telecommunications partner in 
the Asio-Pndfic region, call us at our European regional headquarters today. 


0800 856 0856 

44 1 7 1 8 53 8888 
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I NANCIAI. I I MI S SURVEY 
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Frustrated Lebanese are becoming tired of 
waiting for evidence that their country is 
malting progress on the long road back to 
prosperity, writes David Gardner 
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I he mood in Lebanon is 
turning sour. Seven 
^-years after the end of 
the bitter 1975-90 civil war, 
the country is still trapped 
in the. unresolved conflict 
between Israel and Syria 
being played out an its terri- 
tory. 

The Lebanese are waiting 
with growing frustration for 
evidence that the country's 
reconstruction drive,; which 
is straining public finances 
to the limit, will restore Leb- 
anon to its privileged pre- 
warposilton as a middle-in- 
come services economy 
lntenbediatttig between the 
Middle East and the west 

Only two -years ago, the 
$80bn-reeonstraction strat- 
egy, centred an rebuilding a 
shattered Beirut into the 
regional capital market for 
the Middle East, looked an 
track. Raflq al-Hariri, the 
construction billionaire who 
emerged with Syrian back- 
ing, as* prime minister in 
October 1992, had survived 
challenges to his authority 
frcm the surviving warlords 
and. Sect chie ftains . 

_• Through a mixture of self- 
belief and self-promotion, he 
convinced probably a major- . 
ity ctf Lebanese they still had 
a country with a future. 

Physical reconstruction of 
the shredded infra st r u ct u re 
tas made palpable advances, 
even if little of this* is yet 
visible. As Fuad Sinioura, 
flnanrp minister , argues: “If 
you're building a road, noth- 
ing- is there. however much 
you spend or effort you 
make, until you've finished 


it and opened It for t raffic " 

Mr Hariri says defensively 
that the maximum hold-up 
on any project is the one- 
year delay in rebuilding Bei- 
rut’s international airport. 

He can also claim to have 
restored Lebanon's credit in 
the markets and the stability 
of its currency, after hyper- 
inflation virtually wiped out 
the middle class. 

But the feeling that prog- 
ress is being delayed goes 
beyond reconstruction. Two 
years ago, there was a better 
than even chance of a com- 
prehensive peace deal in the 
region. Now, following the 
election in Israel 18 mnnthq 
ago of Benjamin Netanyahu 
and his coalition of extreme 
right-wing nationalists and 
religious fundamentalists, 
there is almost none. 

More particularly, Syria. 
Lebanon's overlord, was 
then close to a deal on the 
return of the Golan Heights, 
captured by Israel in the 
1967 Arab-Israeli war. 

This, the t hinkin g then 
went, would have enabled 
Lebanon to conclude peace 
with Israel; led to Israel 
withdrawing from the “secu- 
rity zone” it occupies in 
southern Lebanon; and pres- 
sured Syria into pulling back 
the 35,000 troops it deploys 
to control Lebanon. 

Instead, Syrian-licensed 
Hizbollah guerrillas have 
escalated their attacks on 
the Israeli occupation to 
increasing effect The Israeli 
army has suffered losses this 
year comparable to the casu- 
alties it sustained in 1985. 


when it retreated to the 
south under heavy attrition 
after the full-scale invasion 
of Lebanon in 1982. 

Hizbollah, a Shia Islamic 
fundamentalist movement 
inspired by Iran’s revolution 
but born of that Isr ae li inva- 
sion. has widespread back- 
ing across Lebanon’s 17 dif- 
ferent communities as a 
national resistance force. 

It serves Syria as a 
reminder to Israel tbat 
regional peace requires the 
return of the Golan. But its 
campaign also keeps Leba- 
non in constant fear of 
Israeli retaliation, such as 
the 17 days of air, land and 
sea bombardment of south 
Lebanon and south Beirut in 
April last year. 

T he pall of war and 
destruction stQl hangs 
over the country. 

The effect of the Israeli 
occupation and the conflict 
in the south is not only to 
hold up reconstruction and 
deter investment. One effect 
of “the resistance" is to hold 
the country together amid 
resurgent sectarian tension. 
But many local politicians 
and analysts maintain that 
the fighting in the south also 
serves to postpone “an Incip- 
ient social explosion”, as one 
puts it 

According to this argu- 
ment, tension is h ullfling up 

because of frustration at 
uneven and inequitable eco- 
nomic progress, anger at the 
heavy hand of Syria and the 
corruption of the Lebanese 
political class which serves 
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Constitution 


• Form of state: 
Mw wtey 
repufaBe 

■ Logoi ara te w c 
Based on trio 
182 s constitution fat Mi amondmants 
Incorporated in 1990) and tha CM 
Procedure Coda, the Criminal 
Procedure Code and tha Penal Coda 
- National tooWsewe: Under the 
electoral law of Jtiy 16 1992. Aft 



unicameral Ntetonal Assembly has 
1 28 seats equaly divided between 
Christians and Moslems 
» ■ectorel ejet a m. Universal dfrect 
suffrage over age 21 
» National ala ctto n a: August- 
September 1996; next eleettora due 
by Auguat-Septemfaar 2000 
• Head of state: Uia prasUanc. 
currently Etas hfrawi, was atoctad In 
November 1999 tar a abc-year term by 


the National Assembly. KB term was 
extended h Mo 1996 by Area yen 
The predriar c must be a Mere n tt e 
Christian 

• llwtinnaf iu^mumuS, nflms 
■ Will )II1 I IIIMIL rfHK 

minister choun by ttw pmidMtt iftw 
oonatiaflon watt pa rflamentray 
deputies; government then chosen by 
daNQnated prtne mMstsr end by the 
patlM KMatere need not be 
mambare of the National Assembly 


but are responsible to It. The prime 
minister muet be a Siam} Moslem. 
Current gever r m e nt a ppo in ted In 
October 1996 

• Mate pottfaal organisations: 

Keteab Party {lagaat Christian pertyfc 
National Liberal Party (CMstian): 
National Btoc (CMatiartf; PropMShw 
SodaM Party (maHy Onaefc Aral 
(Shia poMcal organtarttanfc Hizbollah 
(Party of God. mutant Stta grate) 


Sources: Europe; EUJ; Datastream/lCV 

it, and the civil war rivalries 
which were preserved in 
modified form in the post- 
war revamp of the confes- 
sional system. 

The Maronite Christians 
started the war to conserve 
their dominance over Shia 
and Sunni Moslems, »nfl 
have yet to come to terms 
with their defeat. Power was 
redistributed from an execu- 
tive Maronite president (now 
little more than a figure- 
head) to a Sunni prime min- 
ister (Mr Hariri) and a Shia 
speaker of parliament 
(Nabih Bern, the pro-Syrian 
former militia leader, whose 
power base is being eroded 
by Hizbollah’s surging popu- 
larity). Cabinet and Parlia- 
ment are parcelled up osten- 
sibly to represent all 
communities. But this year's 
elections confirmed that 
Damascus will only tolerate 
politici ans stamped with 
Syria’s imprimatur. 

Syria’s tutelage has recon- 
secrated the confessional 
system in order to preserve 


THE ECONOMY • by David Gardner, Middle East Editor 


Growth begins to slow 


Anjmability to 
control the 
budget deters 
productive 
iriv^tment 

The*- Lebanese economy 
rebounded vigorously after 
thfi I97590 ctvfl war, and to 
tha; past five years has been 
puJ&d along by a $60bn 
reo^struction drive aimed 
at spjy tog the country as a 
Dnaacial'end services entre- 
pptjireir the Middle East. But 
ecodpinie growth hast started 
to;£im -ont^of steam, while 
theguraromenfs build-up of 
dd^ -and inability to control 
ih ^Hriget i s deterring pro- 
dimiVe'frxvestment. 

averaging nearly 7 
percent ktfGDP a year to 
199&S tailed off in 1996 to 
per cent The 17-day 
IsraeS bombardment of Leb- 
f to/Aprf] last year con- 
rificantiy to this 
But ministers 
;.tiiere was much 
- c _ Trrr ejin the resilience 

of ipie ewmpmy’8 perfor- 

• ’ TfeLebanese pound held 
stea$y,tfae spread on the 
couahy’A 'extant and subse- 
quent eurobonds actually 
nar^wefl^. and, most elo- 
Qti«^. ctf_all,- 1 capital repatrl- 
ated -by ihe Lebanese cBas- 
pow^sqn^nned to flow to. 

Tfcesefaiflows, vital to 
cover a; trade deficit averag- 
ing «ver $8bn in each of the 
past; three years as recon- 
shpettah fhiged ahead, have 
increased steadily. Gross 
capital inflows were $6.5bn 
to jSB4,:g6.71m in 1995, and 
-in.spfie of the April war 
- rose to $7.3bn last year. 
This; year they rose 26 per 
oant'fcihe first half against 
1896; reach $&9bn, giving 
a balance of payments sur- 
plus of 9673m, compared to a 
srrrphzs fbr the whole of last 

yearcf$28fim. 

At the aame time- both the 
public , and the private sec- . 
tms have had little difficulty 
tapping international mar- 
kets, even though four rat- 
ings agencies this year 
marked Lebanon at below 
investment grade, placing it 
below. Egypt and Tunisia 
and an a par with Jordan 
and Brazil. 

The government in partic- 
ular. has been able to achieve 
falling spreads and longer 
matiftitips- After three Euro- 
bond issues in 1994-96 total- 
ling ig flftm , the government 
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in June successfully sold 
DM250m to D-Mark bearer 
bonds. These were all with 
maturities of three to five 
years. But to July it estab- 
lished a new benchmark 
with a $iOQm 10-year euro- 
bond for Electricite du 
Laban. 

. The government of Prime 
Minis ter Raflq al-Hariri has 
also had strong backing 
from international donors 
and the World Bank. The 
Friends of Lebanon donor 
conference held in the US at 
the end of last year -a 
device to drum up external 
support to speed reconstruc- 
tion after farad had vandal- 
ised new infrastructure that 
April - won pledges of soft 
loans and grants theoreti- 
cally worth some S35bn. 

Buoyed by these inflows, 
the government had pre- 
dicted a return to 7 per cent 
growth to GDP this year. 
That has not happened. 
Despite official estimates 
ranging from 4 to 5 per cent 
for the first half, the latest 
quarterly economic report 
from the respected research 
department of Banque Audi 
pots real GDP growth at 3 
per cent, down further on 

last year. a , 

The Lebanese state lost 
control of its tax base during 
the civil war and matters 
have been slow to improve 
since. Every year, the budget 
deficit - calculated as a pro- 
portion of expenditure smee 
accurate measures o 
national output are still not 
available - has exceededtbe 
target by at least 10 ptfcent- 
agepoints. This year the tar- 
get is 36 per cent, agmnst 51 
Sr cent to 1996; the finance 

ministry reckons that ttos 

would probably mean a defi- 

cit lowered from about 18 
per cent of GDP to i jus 
under 10 per cent- But, in 


fact, the overshoot is run- 
ning at about 55 per cent erf 
budgeted expenditures. 

This is pumping up public 
debt, which is now equiva- 
lent to 85 per cent of GDP 
against 38 per cent to 1993. 
The problem is not so much 
with the magnitude, to be 
expected in a country 
rebuilding after a war, but 
with the distribution of 
spending and money-raising. 

First, the overwhelming 
majority of public spending 
is on wages and interest pay- 
ments, while the cuts are 
falling an the capital budget. 
This slows reconstruction, 
which in any case only 
translates into the infra- 
structure which will speed 
investment after long lead 
times. As Fouad Stoiora, the 
finanftp minis ter, complains: 
“If you’re building a road, 
nothing is there, however 
much you spend on it, until 
you’ve finished the last kilo- 
metre and opened it for traf- 
fic.” 

Second, the government’s 
qi«h needs, met to the main 
from domestic borrowing at 
high real interest rates - still 
around 12 per cent after sig- 
nificant recent falls -are 
crowding oat productive pri- 
vate investment needed to 
speed growth. The state 
absorbs nearly half bank 
lending but provides only 
one-fifth of national output 
The • impressive capital 
inflows, needed though they 
are, have to these circum- 
stances become part of the 
distortion. 

Although some of these 
inflows are remittances to 
help perhaps one-third of 
] jhanflsp families on or near 
the poverty line, they have 
also hefoed widen the wealth 
gap. According to Kamal 
Hamdan at the Consultation 
and Research Institute, a 


think-tank which does work 
for the government and the 
World Bank, the share of 
interest in Lebanese GDP 
has mare than doubled since 
the war ended. 

The share of wages bas 
plummeted: it is now about 
33 per cent of GDP against 
around 50 per cent to indus- 
trialised countries. More- 
over, the portion of the 
workforce on fixed Incomes 
has risen from 50 to 70 per 
cent; the real increase to the 
minimum wage since 1990 
has been 35 per cent against 
a more than doubling of 
GDP. 

Mr Hariri Is to a bind, at a 
critical moment before the 
lengthy work of reconstruc- 
tion bears fruit He says that 
a good part of the overspend- 
ing is in answer to criticism 
that the government is 
ignoring social needs to pur- 
suit of its ambition to create 
a regional financial centre. 
“This year we increased the 
wages of the public sector, 
especially for teachers. That 
alone is 5 percentage points 
[of the overshoot). Increased 
health spending gives you 
three points more.’’ 

To get more money for 
social spending he recently 
attempted to get approval 
for $800m in new interna- 
tional bond issues, to be paid 
for by special taxes, includ- 
ing a 50 per cent increase in 
petrol prices. Late last 
month it was voted down by 
his own cabinet 

This Is all rather paradoxi- 
cal and dysfunctional for a 
traditionally open economy 
driven by a highly entrepre- 
neurial private sector. 
Returns on private invest- 
ment are high in Lebanon: 
Freddie Baz, chief economist 
at Banque Audi, calculates 
tbat total net profits in 1996 
amounted to about on&third 
of all capital invested in 
1992-96. But there is not 
enough private, productive 
investment. By contrast, 
there is inefficiency and a 
whiff of corruption about 
public spending, which 
exceeds its targets while 
endemic tax evasion ensures 
revenue forecasts are never 
met 

New taxes may be 
unavoidable. But in order to 
raise growth, keep recon- 
struction on track and make 
new levies politically accept- 
able, the government looks 
obliged to tighten its 
finances and crack down on 
waste and corruption. 


Its own role as arbiter 
between the quarrelsome 
sects. “The Syrians want to 
play the referee in a sectar- 
ian game to demonstrate 
their indispensability.” says 
one veteran politician. 

The old, neo-feudal politi- 
cal hag hoon leavened 
with technocrats at govern- 
ment leveL But this has only 
served to break down the 
implicit contract between 
clan leader and followers 
under the old client system, 
and to intensify personal 
rivalries. One recent cabinet 
meeting was brought to a 
halt when a farmer militia 
leader attempted to beet op 
a technocrat over blocked 
payments to his mtofotry. 

M r Hariri himself, 
although not part 
of the old system, 
has failed to break Syrian 
constraints and generate a 
new national consensus. 
New leadership, especially to 
the disgruntled Maronite 
community, can not emerge. 


There is a complete divorce 
between the government and 
its officials, and a society 
which is trying to find its 
way alone,” says a former 
government official. “After 
the last election, nobody 
even tries any longer to 
achieve anything by demo- 
cratic means.” 

Evidence of that divorce 
has come in a variety of 
fofms. When the Pope vis- 
ited Lebanon in May, more 
than 500,000 Lebanese of all 
confessions poured into the 
streets. But, as Cardinal Nas- 
rallah Sfeir, the Maronite 
patriarch, puts it, "what this 
visit shown is that the 
Christians are still here.” 

The summer’s pan-Arab 
Games were intended to 
show off an emblem of 
reconstruction, the new 
sports city in thp teeming, 
southern suburbs of Beirut, 
Hizbollah' s urban strong- 
hold. But after Syria’s foot- 
ball team beat Lebanon, anfl 
Lebanese supporters threw 
their weight behind Jordan 


in the next round, anti-Syr- 
ian rioting ensued from tha 
suburbs to the (Sunni) 
northern port of Tripoli. 

Lebanese anxiety about 
Israel, moreover, is divided: 
fear of Israeli retaliation is 
balanced by a fear that 
Israel may withdraw from 
Lebanon, which mwwb para- 
doxical except for those 
caught between Israel and 
Syria. 

T he Netanyahu govern- 
ment has twice sig- 
nalled that Israel 
might pull out of Lebanon. 
The government has 
responded by tightening the 
screw on internal dissent it 
fears would then he concen- 
trated on the Syrian occupa- 
tion. 

Apart from Syrian over- 
sight Of the parllainanter y 

elections, two examples 
stand out. The anarchic pro- 
liferation of broadcasters 
inherited from the war has 
been whittled down to four. 
But these are to the hands of 


senior government anfl clan 
figures, inpiniUng Mr Ha riri 
and his Future Television. 
The government has used 
the army to break strikes, 
intervening to the u ni o ns to 
topple elected leaders and 
replace them with pliant 
allies. 

Against this background, 
Mr Hariri has tried to speed 
up reconstruction and spend 
more on social priorities 
such as education and 
health. His endeavour still 
commands impressive inter- 
national support. But inter- 
nally, he is up against sec- 
tarian-institutional gridlock, 
and sharply deteriorating 
public finances. 

The net ratio of govern- 
ment debt to (estimated) 
gross domestic product bas 
risen from 35 per cent at the 
end of 1992 to 91 per cent at 
the end of June. 

The deficit to expenditure 
ratio has each year overshot 
its target by 10 to 15 percent- 
age points: It is supposed to 
drop from 51 per cent last 
year to 36 per cent this year 
but looks as though it may 
exceed the 1996 overspend. 

Deficit ftnaTwHng is insepa- 
rable from the scale of recon- 
struction needs. And still the 
Lebanese diaspora pours to 
about $7bn each year to 
cover a trade deficit averag- 
ing S6bn which is also asso- 
ciated with reconstruction. 
But the Inflows are pulled in 
by a period of rapid growth 
in real estate, and govern- 
ment financing needs. 

This is keeping real inter- 
est rates high, crowding out 
private investment, halving 
economic growth which to 
199295 was averaging nearly 
7 per cent a year, and inhib- 
iting development of a 
broad-based capital market 

To ease the jam, Mr Hariri 
last month sought authority 
to raise new long-term loans 
in international bond mar- 
kets which have so far been 
receptive to Lebanese paper. 

But this was blocked to 
cabinet before it even 
reached the fractious parlia- 
ment 

It is always a mistake to 
underestimate the resilience 
and the nimbleness of the 
Lebanese. But, for the 
moment, the government's 
declaratory optimism about 
the country’s fixture so con- 
trasts with the gloom of its 
citizens that the visitor is 
sometimes left with the 
impression that official and 
private Lebanon are two dif- 
ferent countries. . 
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Finances raise concerns about fate ot pro 
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Funding has 
shrunk as public 
debt and the 
budget deficit 
have spiralled 

•For the first time in more 
than two decades,, traces of 
war are difficult to find in 
Beirut As bulldozers churn 
along in the historical com- 
mercial district, where the 
infrastructure is scheduled 
for complete rehabilitation 
by 1998, the rest of the city 
has already undergone a 
faceli ft . There are new roads 
and luxury buildings, and 
restaurants opening almost 
by tiie day. 

Bat as the Middle East 
'peace process has faltered, 
Lebanon's growth rate has 
slowed, bringing down -an 
already lacklustre rate of 
private investment, and Leb- 
anon's public finances have 
deteriorated. There is rising 
concern in the city about the 
co untry' s fixture and the fate 
of a reconstruction pro- 
gramme that many believed 
to be over-ambitious from 
the start 

The Council for Recon- 
struction and Development, 
the superministry which 
oversees the reconstruction, 
appears unnerved by the 
regional and domestic set- 
backs. But CDR officials 
speak of the $6Qbn project 
-running until 2007 and 
with about $18bn projected 
to crane from public invest- 
ment and the rest from the 
private sector - as a “frame- 
work." which allows them to 
be ‘‘flexible" in their 
approach to reconstruction 
and “dynamic” in the imple- 
mentation. 

. The main setback to the 
reconstruction was the 17- 
day Israeli offensive in Leba- 
non in April 1996. This shook 
investment perceptions and 
slowed long-term commit- 
ments from the private sec- 
tor. At the same time, as 
public debt has swelled and 
the government's budget def- 
icit has spiralled, the contri- 
bution of the budget to 
reconstruction has shrunk 
-from 25 per cent of total 
budget expenditures in 1994 
to about 6 per cent in the 
1997 budget. 

“The April 1996 aggression 


was difficult. These who 
measured ft only in physical 
damage were wrong." says 
Mr Nabll al Jisr, head of the 
CDS. Growth for 1996 fen to 
4 per cent from more than 7 
per cent the previous year. 
In the first half of this year, 
GDP is estimated to have 
grown by no more than 3 per 
cent 

In the first version of Hori- 
zon 3000. the original recon- 
struction p l an , the economic 
model assumed that the bud- 
get deficit, now running at 
about 53 per cent of expendi- 
tures, would be bridged by 
1999. A second version 
revised the dale to 2003. And 
today, the CDR estimates the 
deficit will not be closed 
until 2007. 

The plan assumes that 
growth will return to 7 per 
cent this year and next 

TO compensate far lower 
domestic growth and invest- 
ment. Rafiq Hariri, the 
prime minister, sought to 
capitalise on the 1996 Israeli 
aggression with an interna- 
tional campaign aimed at 
attracting foreign funds into 
the reconstruction pro- 
gramme. This led in late 3996 
to a Friends of Lebanon con- 
ference in Washington, in 
which some $3.2bn was 
pledged by donors to finance 


rials admit that most of the 
funds would probably have 
been pledged without the 
conference, but Friends of 
Lebanon cemented the com- 
mitments and the attention 
the forum gave Lebanon 
could also help attract pri- 
vate investment 

“Heavy investment has 
been delayed; what we have 
seen are investments into 
shops, restaurants and real 
estate” says one govern- 
ment ofHrifll- But we don't 
have a problem because we 
will rely more and more on 

foreig n financing." 

The problem today fa not 
so muc± tiie availability of 
foreign funds as the govern- 
ment's limited absorption 
capacity. Of $3Ebn of con- 
tracts awarded between 1 992 
and June 1997, nearly $L6bn 
was from foreign sources. 
Another J2hn of foreign fin- 
ancing is now available. 

“Our administration can- 
not manage things,” says a 
government official. “Donors 
are concerned that the min- 
istries axe not able to take 
over the irmwag^m*»nf of pro- 
jects, so we cannot always 
draw on funds.” 

Mr al Jisr says that in 
some cases the changes 
required by donors, such as 
demands for new institu- 



development of &.*Jm sq P 1 
coastal land just north of 
Beirut, where developers are 
befog asked to finance a sew- 
age collector and sewage 
treatment plant rehabilitate 


gle project and the govern- 
ment fa looking for bidders. 

As the government 
attempts to package projects 
in ways that appeal to pri- 
vate sector investors, there 


treatment p nagging concerns in 
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projects over five years. Offi- ' tions to manage projects, as 


Beirut reconstiucflon In pro g ress 

well as very tong ratification 
procedures for projects, are 
to blame for delays in draw- 
ing funds. 

In an attempt to speed up 
reconstruction, the govern- 
ment has sought to move 
some planned public sector 
projects over to the private 
sector. In addition to Soli- 
dere, another $3J>bn out of 
the $L8tm public investment 
programmed is expected to 
be taken up by the private 
sector. 

The scale of Solidere-s 
ambitions was established 
according to a plan that 
places Lebanon back as a 
regional financial centre 
where foreign companies set 
up shop to service the 
region. Because these ambf- 
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tions are now increasingly 
being questioned - Leba- 
non’s capital markets 
remain undeveloped and 
regional instability is an 
impediment to a significant 
Lebanese role in the Middle 
East - Solidere has poshed 
ahead with the first phase of 
its reconstruction, which 

nffirials gay is tailored to the 
local economy. The si ze o f 
the second phase of the proj- 
ect, they add, will be devel- 
oped depending on regional 
developments. 

Soane of the largest, prior- 
ity projects - such as the 
highway from Beirut to 
Damascus and the ring road 
around Beirut - need private 
investment. So does the 
Linord project, a $550m 


undertake to fulfil these 
requirements receive a pro- 
portion of the land devel- 
oped under the project, 
which can be used' far com- 
mercial, tourist or redden- 
Hal property. The framework 
of the project has already 
l ywi changed once to make 
it more attractive to private 
investors. 

i pipl f’Tn pptatinn of a tOll- 
roads project which the gov- 
ernment hopes wffl be built 
by the private sector has 
also been delayed. The coun- 
cil of ministers had grouped 
together three roads -the 
Beirut ring road, the Beirut- 
Damascus highway and a 
northern entrance road to 
Beirut - into a single project, 
divided it into two sections 
and awarded each section to 
a foreign contractor. But the 
(ten collapsed while d etails 
were being negotiated with 
the CDR. CDR officials say 
financing could not be 
secured. Today, the three 
roads have been nade a sin- 


The loud ones of a Shia 
cleric from the 
north-eastern town of 
Baalbeck this year focused 
attention in Lebanon on 
widening income disparities 
between various regions and 
the fact that while Beirut 
rises from the ashes, other 
areas, especially in northern 
Lebanon, appear to sinic 
deeper into pov e rty , writes 
Route Khalaf. 

The Lebanese government 
has had no choice but to 
centre the reconstruction 
plan on Beirut in the early 
phases, an effort which 
officials believe is essential 
to attracting local and 
foreign priv a t e investment. 
But the voice of Sheikh 
Sobhi al Tufaili, a former 
secretary-general of 
Hfatoiiah, thp lsianris t 
movement, who launched a 
“hunger revolt" in Baalbeck 
tw» summer, touched a 
delicate nerve in a. country 


Other regions sink deeper into poverty 


where social deprivation 
and disparities among 
religious communities 

Contributed ri piffirantly to 

the erupti on of the civil war 
more than 20 years ago. 

A decade ago, mainly 
Moslem southern Lebanon, 
home to a large Shia 
community, was thought to 

hp among fho mnttt rt w|ii'lv9 «< 

of social, economic and 
human development Today, 
it is areas in north d»>i 
attract the most attention. 
In addition to Baalbeck and 
neighbouring Hennel, they 
include Koura, Jubeil and 
Batroim. The towns are 
home to various religious 
sects, both Moslem and 
Christian. 

The historical neglect for 
southern Lebanon, where 
the population feces 
repeated Israeli shelling. 


has been more seriously 
addressed in recent years. 
With Mnsiwwi communities, 
especially the Shies, gaining 
more political weight after 
the war, funds — to the firm* 
of about $45 m a year- have 
been allocated to the 
Council of the South, an 
in stituti on set up in 1985. 

TCah ulan KnHalnn [ hpnd nf 

the council, says he cannot 
complain: more than 90 per 
cent of southern villages . 
now have access to 
el e ctr i c i ty and water and 
130 schools have been built. 

The council’s focus today 
Is to channel development 
into the self-styled Israeli 
occupation zone. “Some 
towns take water from 
Israel, and we want to put 
an end to that and make 
sure they rely on Lebanon.” 
says Mr Kabalan. The 
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population, especially on the 
front line, is also helped by 
withnnah, which fights 
Israeli occupation and is 
financially backed by Iran. 

Some argue that too much 
money has been spent on 
s ou thern Lebanon and some 
of it badly wasted; others 
insist that wneh is still 
needed to redress the 
uneven level of 
development. In any event, 
the council's finances 
appear to be in as much 
trouble as the government’s. 
It was recently revealed that 
the institution mh racked 
up debts of 850m, which the 
government tx srramhHng to 

find ways to finance. 

Although they have also 
been historically forgotten 
by Beirut, Baalbeck and 
Hennel, where the UN 
Development Programme 


estimates per capita income 
does not exceed 8500, 
experienced happier days 
during the war. Then, tiie 
fanners did a brisk business 
producing hashish. When 
the Syrian and Lebanese 
governments decided to 

p puHiq M hmihi’g'h 

production, they thought 
w e st ern countries, which 
had put pressure for 
eradication, would come up 
with frmds to develop 
replacement crops. When 
this failed to materialise, 
the government conld only 
contribute a tiny fraction of 
the $30Om tiie UNDP bad 
estimated would be needed 
to develop the region. The 
farmers, who only a few 
years ago made dose to 
820.000 a year each, are 
losing patience with Beirut’s 
promises and are 


cents are intensifying to 
li gh t of the government s 
dire finances. 

Although foreign debt fa 
stfll rally $&2hn, or about 15 
per <«»nt of estimated gross 
domestic product, the fact 
that total debt stands at 
more than 80 per cent of 
GDp leads many to suggest 
that a fundamental rethink- 
ing of the reconstruction 

project fa required- 

“We mast rethink the size 
of reconstruction because of 
the deficit,” says Kamal 
Hawiian, who runs the inde- 
pendent Consultation & 
Research Institute, “We can 
no longer hide that the plan 
is too ambitious and keep 
getting loans, which same 
day we will have to repay.” 

Mr ffamrian argues that 
infrastructure construction 
has been given priority 
while industry and agricul- 
ture have been ignored - a 
fact that now appears to be 
recognised by the govern- 
ment. The government is 


t teqrfoniwg tn return to 
illicit production. 

Lebanon’s Council for 
Development and 
Reconstruction says the 
impact of the reconstruction 
plan is starting to be felt 
outside Beirut, with access 
to ele ct ric ity and water 
iinpm v i Tig and 

rehabili tation or building of 
new schools and hospitals 
under way. But even the 
gov e rnment admits that 
special funds will have to be 
allocated to Im prove living 
conditions in tiie poorest 
regions- However, where the 
funds w£Q come from is 
myiiwr- Efforts by Rafiq 
Hariri, the prime minister, 
to raise international bonds 
and impose new taxes in 
part to finance development 
of these regions west 
recently shot down by Mr 
Hariri’s own cabinet, even ■ 
before they reached 
par liam ent- 


also criticised for focusing 
on infrastructure while put- 
ting. little emphasis on 
reforming institutions. 
“Sometimes a school fa built 
for political considerations 
but. not necessarily where it 
fa needed or where there are 
teachers that can staff it,, 
says one critic. 

. The average Lebanese has 
different concerns about 
reconstruction. Many see the 
Hariri plan as focusing on 
buildings at the expense of. 
-people. This is partly due to 
the fact that the bngd tog of 
social-related infrastructure 
such as schools and hospi- 
tals has not been completed 
yet, and has followed the 
first phase of basic infra- 
structure rebuilding- More 
significantly, the reconstruc- 
tion effort has yet to bear 
fruit in terms of improve- 
ments in standards of Irving. 

Mr Hamdan points but 
tbat -the cost of importing 
equipment the profits of far 
fi g w contractors and tiie fact 
that most workers are for- 
eigners are such that recon-', 
struct! on has a limited, 
impact on the . local econ- 
omy.. 

Lebanese officials say the. 
g o v e rnment had little choice 
but to start reconstruction - 
with emphasis on basic 
in f ne Jru cl m -B and on Beirut, 
the capital, all of which is; 
key to attracting local and 
foreign private sector i nves t- 
ment and generating growth. 

Mr Hariri, who in his first ' 
years as prime minister 
appeared to promise more 
t han the government can . 
deliver, has now shifted_ 
gears. He, a»d other officials, 
now repeatedly emphasise 
the difficulties facing the 
country in its efforts to 
rebuild, and reaoind the Leb- 
anese that they, after all, are 
still emerging from a long 
civil war and continue to 
face the threat of Israeli 
attacks. 

“Coming out of a war, 
everytbmg’is a priority and 
we had. to select, priorities 
over other priorities," says 
Mr al Jisr. “Our first priority 
was ensuring security and 
rebuilding the basic infra- 
structure, ele c t ricit y , water 
and telephones: these took 
up the bulk of our expendi- 
tures and - they were all 
national projects. ~ . 


CAPITAL MARKETS • by David Gardner 


The slow pace of change 


Lebanese need 
to become 
investment rather 
than commercial 
bankers 

Beirut, the world has been 
told fra five years, aspires to 
reclaim the role it had before 
the 1975-90 Lebanese civil 
war as the financial centre 
of the Middle East Not as 
tiie money market centre it 
was - funnelling surplus 
petrodollars out to western 
financial markets - but as a 
more sophisticated capital 
market channelling 
resources back into the 
region, whose current and 
future investment require- 
ments are vast 

Achieving this ambition 
will eventually require a 
regional peace settlement 
between Israel and its Arab 
neighbours. That is not in 
sight and is, in any case, out- 
side Lebanese control. But It 
also demands a culture 
change among Lebanese 
bankers. In short, it requires 
them to become investment 
bankers rather than the cosy 
commercial bankers they 
now are, making fat profits 
by finan cing the government 
and lending short-term to 
finance long-term assets. 

That is within Lebanese 
grasp, and there is some rea- 
son for believing this change 
will come about, although 
progress towards developing 
the sort of capital market 
Lebanon wants has been 
slow. So slow, in fact, that 
the regional spotlight of 
international investors has 
switched Improbably to 
Cairo, which Is providing far 
more financial products to 
tempt them. 

The long-awaited privati- 
sation drive in the far bigger 
market of Egypt has seen 
capitalisation on the Cairo 
stock exchange double to 
over $l£bn in the last 15 
months, with turnover tri- 
pling. Although the Beirut 
bourse reopened only two 
years ago, still only eight 

mmpanipq are lifted (against 

646 in Cairo); total capitalisa- 
tion now exceeds SSbn. but 
two-thirds of this is 
accounted for by Solidere, 
the private company recon- 
structing the devastated 
business c en tre of Beirut 

Lebanese ministers and 
financiers say defensively 
that Egypt has 20 times Leb- 
anon's population, and that 


as a hitherto state-run econ- 
omy it has a lot of assets to 
offload, whereas Lebanon 
has always been a free mar- 
ket True, but largely beside 
the point 

The Egyptian investing 
public is a tiny fraction of its 
population, and Lebanon fa 
looking to build a regional 
market in Beirut. More 
immediately, growth in the 
Cairo market is now being 
fuelled less by privatisation 
than by private companies 
going public for the first 
time. In Lebanon, by con- 
trast, banks and companies 
are closely held by families 
and clans which replicate 
the country's political 
arrangements, and they 
have been siow'to make the 
psychological leap of open- 
ing up their ownership. 

“We would be blind not to 
see tide interest in Egypt,” 
acknowledges Freddie Baz 
chief economist at Banque 
Audi “Egypt is the star.” 
Yet Beirut is, at test begin- 
ning to awaken. 

Three banks, including 
Audi, have already listed 
and the central bank expects 
three more by year end. 
Given the predominance of 
services, especially finaiynar 
services, in toe Lebanese 
economy, it Is both inevita- 
ble and desirable that banks 
should lead the way. 

“Banks are [at toe top] of 
privately-owned and held 
companies in this country," 
says Nasser Said!, deputy 
governor of the Banque da 
Liban. “The fact that the 

banks themselves fed com- 
fortable means that they will 
encourage their clients.” 

Some economists and 
bankers suggest, however, 
that the high profits hnnira 
earn from their commercial 
lending may inhibit this. 
About one-third of toe con- 
solidated loans of commer- 
cial hanks are revolving 
short-term credits to finam-p 
long-term business. This is 
in part because of the vola- 
tility of their deposit base: 
toe average life of a deposit 
In 1996 was 43 days, creating 
toe danger of a mfa-match 
with long-term lending. 

But the arrival of outside 
competitors offering longer- 
term instruments and toe 
development of the bond 
market have been powerful 
spurs for the banks to reap- 
praise their activities. 

"Banks can no longer post- 
pone their support for toe 
relaunch of the capital mar- 


ket - even if it means for- 
going some profits.” says Mr 
Baz. “We are all aware that 
investment banking is toe 
future.” 

The outsiders range from 
Flemings to the Middle East 
Capital Group, backed by the 
International Finance Corpo- 
ration and BZW, the invest- 
ment arm of Barclays. Bank, 
while bond operations have 
been dominated by Lebanese 
fi n ancier s working for inter- 
national firms such as Mer- 
rill Lynch. This diaspora of 
Lebanese scattered through- 
out the top-flight investment, 
houses of the world is both a 
great plus and a healthy 
source of competition. 

But it also gives Beirut an 
advantage over Cairo in that 
Beirut is better placed to 
originate as well as distrib- 
ute products and to compete 
with foreign banks. Banque 
Audi, for instance, has 
recently “repatriated” 15 
Lebanese executives from 
finance houses abroad. 

A further spur towards 
creating a more comprehen- 

Beirut still 
urgently needs 
a local 

securities and 
exchange 
commission 

sive capital market has come 
from changes tn tiie regula- 
tory environment Key mea- 
sures last year idlowed 
banks to float up to 30 per 
cunt of their shares, and to 
m a n a g e fiduciary accounts', 
on behalf of then- clients. . 

Mr Saidi at- the central 
bank says: “Commercial 
banking fa the past; you 
can’t compete with .the 
highly capitalised Saudi and 
Gulf banks.” 

fodeed, Banque'. Audi lost 
out to a Saudi consorting 
led by Khaled bin Mahfouz, 
the majority -shareholder of 
National Commercial Bank,' 
the kingdom’s largest which 
secured the privatised Credit 
Ubanals- tofa year ; for 8Z63m. 

But, Mr Saidi continue, “is 
there something you can be 
good at? Yes. You can start 
ma n a gi ng portfolios and-. 
Proper mutual fund busi- 
ness”, and Indeed Islamic ' 
banking, which fa fiduciary 
because it is at -the risk of 
the client 


Beirut has. still to complete 
its regulatory overhaul. 
While it has low personal 
and corporate tax; full cur- 
rency convertibility, no capi- 
tal controls and a wealth of 
support services and profes- 
sions, it still lacks up-to-date 
laws governing mutual 
funds, brokerage dealing, 
and urgently needs a local 
securities and exchange 
commission. 

As this falls into place, toe 
expectation is that anything 
between 40 and 60 companies 
win list on the bourse, with 
construction, tourism, food 
and beverage and media 
companies following the ; 
bank s. That alone, however^ 
even with Lebanon’s own. 
reconstruction needs of - 
around $60bn, will not 
launch Beirut as a regioual- 
market But, fortunately, it ', 
has potentially a deep and ■ 
rich hinterland. - ’ 

Initially, Syria; -which will 
require Beirut’s help to 
develop a market economy, , 
will give added dimension. 
Syria, says Mr Baz, “fa a vir - 
gin market they have only _ 
one bank serving 15 per cent - 
of households” Eventually, 
both Iraq and a future Pales- " 
tinian state will have high ’ : 
capital needs to reconstruct 
Lebanese entrepreneurs *" 
have already, -established 
strong, links with oil-rich - 
central Asia and Iran, with 
their substantial capital 
requirements. • - - j - 

. Mo re generally, ^growing 
trend towards privatisation, 
across toe region wffl also' 
pull in substantial capital.' ’ 

I^wer ail prices in the Gulf 

should create a government 
debt market toe Lebanese 
caa tap Into. . And the 
region’s infrastructure needs 
- arehuge.ABB; the"e*ectri«2 
.engineering multinational 
with over $5ha turnover in 
foe region, redans, the Mid- 
dle East wifi have tor-spend- " 

about 860bn on power gener- 
ation and over $ioobn on oQ - 

and gas development in the 
next decade. By -most esti- 
mates, at least onetiifrd of 
this will have to be privately: " 
financed. 

mar * et fo Lebsaibn wffl not ! 
c omey from volume . da ae 
Beirut' bourse but -from sdl- ” 
ing^aHvice,; financial engi- v 
neenngand -lead- maW^ zi.. 
for jrtlg* ■■ 

BaZi see no -reason •why-" 
Arab funds should be nJS. ' 

and Pads,” says Mi: Saidi. 
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BANKING • by Roula Khalaf 


LEBANON AND THE EU • by Roula Khalaf 


Euphoria over securities An eye on the neighbours 

several challenges 



The biggest task 
ahead may prove 
to be building up 
a subbessful core 
bigness,: 

'Hie three hank stocks listed 
on the tiny Beirut stock 

exchange have been high fli- 
ers this year -their shares 
more than do ubling in price 
- and about $700m of Leban- 
ese bank eurobonds have 
been snapped up by interna- 
tional investors since Sep- 
tember 1996. 

Marwan Ghandour is h«ad 
of- Lebanon Invest, a local 
fluancial Intermediary which 
has helped . some of the 
basks raise money, lie says 
that , if there are any con- 
cerns about Lebanon's hank- 
ing sector, none appear to- be 
reflected in. traded securities. 

“My only problem is that I 
have too much money that I 
don't know what to do 
with.'’ he says. 

But the euphoria over 
bank securities masks 
important challenges fi*rfng 
the sector. These are 
reflected in the mediocre rat- 
ings assigned by in terna- 
tionaj rating agencies, and 
constrained by Lebanon’s 
sovereign ranting 

Although highly profitable 
and largely conservative, the 
banking sector is affected by 
the state of the- economy and 
arastrained by the dire state 
of Lebanon’s public finances. 

hi a hugely overbanked 
country -there are 80 banks 
for a population of about 
3.5m - the banks, which 
once put t^banon on the 
world map as a financial 
centre, proved resilient dur- 
ing the civil war. But they 
emerged to find their focus 
had to be not an nhawnrfiing - 
Gulf petrodollars but on 
building a profitable local' 
business. 

However, with the govern- 
ment c n mirnttari to- a tight 
monetary policy, which has 
maintaine d the Lebanese 
pound's stability, the banks’ 
business has been largely 
hi iy hy high-yielding' Leban- 
ese Ue asn ry.bjUs and mak- 
ing handsome profits. 

"About 50 pear cent of our 
balance sheet is dormant," 
says one banker. "Our big- 
gest challenge is to build up 
core business, but times 
have bran too easy.” 

Interest rates- oa treasury 
bills have come down is the 
past year, and thus the 
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Leading banks by customers’ deposits>^^T 
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spread earned by banks. The 
central bank has also waived 
the requirement that franks 
invest 40 per cent of their 
Lehanese pound deposits in 
T-bills. But banks continue 
to buy T-bdDs because, with 
a cost of funds for borrowers 
in Lebanese pounds at about 
20 per cent, no one wants a 
loan in pounds. 

Some banks, such as 
Byblos Banque. are building 
a business in consumer lend- 
ing, a significant growth 
area for banks. Others, how- 
ever, remain cautious on the 
grounds that credit worthi- 
ness of borr o wers is difficult 
to assess In the absence of 
centralised credit informa- 
tion. 

“Consumer lending is the 
future," says Francois 
Basile, head of Byblos 
Banque. "We work with 
people we know, and we are 
spreading out the risk." 

More than half of the 
deposits in Lebanon's bank- 
ing. system are in dollars, 
and most of the lending is 
done in that currency. But 
even this is constrained by a 
70 per cent limit imposed by 
the central’ bank, which can- 
not act as a lender of last 
resort in a foreign currency. 

Snmp bankers argue that 
the limi t is not conservative 
enough, and prefer to also 
stay liquid in dollars. 

Although the public sector 
in Lebanon accounts for 

Cmly 20 per rant. of tho «win. 

omy, the state of its finances 
weighs heavily an the bank- 
ing sector since it takes up 
nearly half of all PnaTwial 
resources of banks. 

With a public deficit run- 
ning at 53 per cent of expen- 
ditures and a debt burden 
accounting far 85 per cent of 
GDP, many bankers believe 


a devaluation of the Leban- 
ese pound is inevitable. 

"The banking sector is 
directly exposed to any dete- 
rioration in the govern- 
ment’s financial position, 
since it is the banks which 
are the principal source of 
deficit funding," says 
Moody’s in a recent report 

There is no currency mis- 
match on hearing sheets, but 
devaluation would hurt 
banks’ clients and thus indi- 
rectly affect the sector. 

Moreover, if a devaluation 
becomes imminent - due, fo r 
aamplo, to a political nriwiw 
-depositors will flee the 
pound and rush into dollars. 

According to Moody’s, this 
could raise the danger of a 
bank if d em and fO 

convert deposits became so 

great that migtnmw q hogn-n 

to have doubts about the 
integrity of the hanking sys- 
tem and started to also with- 
draw their dollars. 

R anks are not as liquid in 
dollars, and about 65 per 
cent of their dollar deposits 
are in loans. And while 
deposits have an average life 
of 45 to 50 days, the loans’ 
average life is 350 days. 

This is what has led some 
banks to tap the eurobond 
market for medrum-term 
loans, which r5rn extend 
maturity of their deposits. 

Banks also face more 
struc tural challenges. 
Makin g money today is 
h<wwwing more difficult In 
addition to lower interest 
rates on T^biDs, banks have 
to face competition from 
foreign institutions which 
have returned to the market. 

They are also competing 
for funds from new 
intermediaries such as 
investment banks. 

"It is starting to become a 


vicious market,” says 
Giel-Jan van der ToL deputy 
country manager for ABN 

Amro Bardic All hawks says 

Mr van der Tol, are looking 
for assets to replace T-biHs. 

The advantage erf foreign 
banks such as ABN Amro is 
the availability of a strong 
regional network and the 
ability to provide a wide 
range of services to clients, 
including investment 
banking and brokerage 
services. 

"Foreign banks come In 
with a low cost base, 
economies of scale and 
product diversification." 
says Marwan Barakat, head 
of economic analysis unit at 
Banque Audi. "We had a 
banking sector which had a 
monopoly over financial 
resources but now we have 
institutions doing 
investment banking as welL 
Lebanese banks are 
addressing these challenges 
by investing in investment 
banking departments, 
information technology and 
human resources.” 

The resulting pressure an 
spreads is leading banks to 
consider consolidation more 
seriously. The trend has 
started, with Banque Audi, 
for example, the country’s 
third largest bank, acquiring 
this year Credit Commercial 
du Moyen-Orient, whose 1 
per cent share of the market 
win be added to Audi’s 7.5 
percent 

The central bank is 
pushing for conso li dation 
and provides soft loans to 
assist in the purchase. 

The pressure on small 
banks to ally themselves 
with larger ones also stems 
from the need to comply 
with an 8 per cent capital 
adequacy ratio. Bankers say 
the central hank is thinking 
of raising the ratio to 12 per 
cent 

Although all banks are 
within the 8 per cent ratio 
today, some small hanks 
-most are family-owned 
- may not be able to 
maintain the ratio as their 
assets grow. 

The Beirut stock market 
was as a m«fn vehicle 
through which banks will 
raise ra pttar fait only three 
banks are now listed an the 
bourse. 

"Getting out of the family 
mentality has been slow,” 
says one banker. "Banks 
continue to be very choosy 
about who their 
shareholders are.” 


es aim a uem uuraen muamenwnta such, as cuuunue oe very cow 
rating for 85 per cent of investment banks. about who thi 

many bankers believe "It is starting to become a shareholders are.” 

mini® 
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Aiming to lead the field 


Banque Audi, Lebanon's 
third largest. Is the most 
viable Lebanese bank 
outside the country. 

Better known in the west 


economic analysis of the 
I jkomesp economy -g natty 
in. the country - in 
November 1995 it became 
the first Arab bank to tap 
international capital 
markets for equity. 

Last year it listed. 30 per 
cent of its shares on the 
Beirut stock exchange and 

issued a 3100m five-yeor 

eurobond. The bank has just 


raised another $82m in a 
secondary GDB issue. 

Ike equity boost Is aimed 
at financing growth, much 
of it expected to come from 
anqnfsfrtnns. 

As a wave of consolidation 
is expected to lead to just a 
few banks dominating toe 
market, Banque Audi is 
fr ying to secure a- leading 

position. 

According to Moody's, the 
credit rating agency, the 
bank wants to increase its 
market chare by 1 per cent a 
year and believes that it has 
probably exhausted its 


ability to do this by organic 
growth. 

The process was stated to 
June with the acquisition of 

fy prftt rmnmprrinl ijn 
May enrOrient, which raised 
market sha r e fr om 7J5 per 
cent to &5 par cent Basque 
Audi had set its sights m uch 
higher, bidding for Credit 
i-ihanafa Leba n o n’ s 10th 
largest bank. Credit 
Ubcmais was owned by toe 
central hank and Banque 
Audi lost the bid to Saudi 
investors. 

White Banque Audi 
appears aggressive in 
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tapping international 
markets, at home it remains 
cautious. Like many of tts 
perns, a large part of 

fnkw t inmma i^nnpg fr«n^ 

investing to Lebanese 
T-bffls. In the first half of 
1997, net profit reached 
L£i7bn, from L£i4£bn. in 
the corresponding period of 

1996. 

As the banking business, 
becomes more co mpetitiv e 
and margins an'T-MHs 
ttorihw, Banque Audi has 
been seeking to compensate 
by expanding non-interest 
income - which reached 20 
per cent of total financial 
income in the first half of 

1997. This has been achieved 
through an investment 
banking arm, which 
accounts for 30 per cent of 

t nuff ng im the Hny Beirut 

stock exchange. 

The bank is also looking 
to increase co usum a- 
lending, a largely untapped 
market to Lebanon. 
Residential mortgages 
account fra- only $28m outof 

total assets of JIAbn 
According to a report by 
Flonring ^ flm hank has fa 
toe past restricted its 
mortgage lending only to 
known customers, such as 

employees of corporate 

etterts- 

HaJtf of. Basque AndP-s 
deposits are in dollars, and 

i^/iTIgr Immg afw inw t fig* 
about 90 per cent of the 
totaL To rrinfbrce the 
quality of its- capital, the 
hank keeps more than 40 
per cent of its capital in- 
dollars since about half its 
assets and liabilities ate in 
thatenreney. 

The- rettoaf loans to 
deposits has also been 
maintained at below 60 per 
cent, compared with a m 
percent limit imposed by 
the central bank. M o reover, 
the $10Qm eurobond Issue 
was not aimed at expanding 
its loan portfolio as much as 
extending the average life of 
its funding, from about 45 
days to 17B days. 

Roula Khalaf 


Lebanon's 
negotiators seem 
to be reluctant 
to sign the 
pact with Europe 

As far as the European 
Union is concerned, negotia- 
tions with Lebanon on a 
partnership agreement to 
create a free trade zone 
within 12 years have been 
completed. But for Lebanon, 
negotiations still have a long 
way to go. 

Lebanese officials, dissatis- 
fied with what Brussels has 
to offer, are stalling and 
waiting to see what neigh- 
bours such as Jordan and 
Egypt receive from the EU 
before signing their own 
agreement. According to 
some European officials, 
Lebanon may also be 
waiting for Damascus, its 
power broker, to start its 
own formal negotiations. 
Syria is the only southern 
Mediterranean country in 
the EU-Mediterranean pro- 
cess not to have started 
talks. 

If Lebanon is stalling, it is 
mainly because the prospect 
of signing a partnership 
agreement with the EU has 
made little impression on 
Lebanese decision-makers. 
Lebanon’s economy is 
already open, with the state 
accounting for only 20 per 
cent of gross domestic prod- 
uct, and therefore the impe- 
tus for an agreement that 
speeds up economic reforms 
is limited. 

Although $4.6bn of Leba- 
non’s $7bn of imports are 
from the EU, exports are lim- 
ited. With its industry bat- 
tered by 17 years of civil war 
and agricultural access to 
EU markets constrained 
according to the partnership 
agreement, the only prospect 
for increasing exports is for 
European and other foreign 
companies to set up shop in 
Lebanon and take advantage 
of the free zone to be created 
by the accord within 12 

years. 

But Lebanon knows that 
the prospects of European 
companies moving there are 

TTmftori 

"I don’t see a single Euro- 
pean company entmhig here. 
ati i w>. are ddeptlm 



Foreign inve st men t. The prospects of Europea n companies moving to Lebanon are Bmfted 


delegation wanting to sell us 
their products” says Yassin 
Jaber, minister of Hv> econ- 
omy “Going into a free 
trade agreement with the EU 
means we lora cus toms reve- 
nues. we get little aid and 
they say the Middle East 
peace situation is unstable 
so the Europe a n private sec- 
tor won’t come here. Europe 
is very protective on agricul- 
ture and they are superior in 
industry. So where is the 
gravy?” 

The government considers 
that there are two main 
sticking points to be 
resolved before it can sign 
the partnership pact 
• First, it is demanding 
that Lebanon be given a long 
period of grace before it 
must dismantle tariffs Cus- 
toms duties account for 
about 50 per cent of govern- 
ment revenues and the bud- 
get deficit Is running at 53 
per cent of expenditure, 
against a 36 per cent target 
The government is scram- 
bling to find ways to raise 
revenues -but is finding the 
political consensus needed to 
impose new taxes is proving 
elusive, while tax evasion is 
rampant 

"We need time to move 
our revenues from custom 
duties to VAT,” says Mr Yas- 
sin. “The two-year grace 
period offered by the EU is 
not enough.” 

Br u sse ls says it takes Leb- 
anon’s wiwfpnw info rwn«nii- 


eratian but loss erf customs 
duties is a problem which is 
faffpri by all countries enter- 
ing into EU accords. “We 

cannot accept a formal pro- 
vision in the agreement 
about this, but it will be 
taken into account,” one 
European official said. 

• Second is the amount of 
aid which Lebanon is to 
receive under the agreement 
The European-Mediterra- 
nean partnership includes a 
total of Ecu4Jibn in assis- 
tance over five years to be 
divided between the coun- 
tries that sign the agree- 
ments. 

But it sets countries com- 
peting against each other for 
the aid. What each country 
receives depends on the mer- 
its of projects presented and 
its application of the agree- 
ment 

Lebanon wants special 
treatment Nasser Saidi. 
vice-governor at the central 
bank, says Lebanon deserves 
to be looked at differently 
because its economy is 
already open. “The criteria 
for aid include population 
size, per capita income and 
bow much economic adjust- 
ment you have to make," he 
says. "I don’t think L ebano n 
should be punished because 
it has a liberal economic 
regime.” 

Lebanese officials say they 
have been told that the total 
EU aid Lebanon will receive 
over the next three years 


under the deal is EculOQm, 
which they consider “pea- 
nuts.” The EU, however, 
says no figure has been set 
In any event the Lebanese 
government wan ts aid to be 
tied to the size of the trade 
deficit 

"We want aid accounting 
for 3 per cent of the trade 
deficit with Europe and an 
additional 5 per cent of the 
trade deficit in the form of 
soft loans, every year,” says 
Mr Jaber. 11113 demand, 
according to one European 
official, is “wishful think- 
ing." 

While insisting that nego- 
tiations Will pick Up a g ain, 
Lebanon is more interested 
in expanding trade with 
Arab countries, the destina- 
tion of most of its exports. 
Nearly 29 per cent of exports 
are to the United Arab Emir- 
ates, another 11 per cent to 
Saudi Arabia and more than 
8 per cent to Syria. 

Mr Jaber says the govern- 
ment is negotiating free 
trade agreements with Syria 
and Egypt but at the same 
time setting an agricultural 
agenda, which protects 
domestic agricultural prod- 
ucts during peak periods of 
local production. 

"We should not be narrow 
minded in our thinking Leb- 
anon's future is with the 
Arab world. And Arab inves- 
tors are the ones who are 
investing in the country," 
says Mr Jaber. 



TAKE ADVANTAGE OF. . . 



OUR EXPERIENCE 


► Part of the HSBC Group which has over 100 years experience in the region 

^ First international brokerage Sna to open a fully owned brokerage company 
in the Middle East (in Cairo) 

Contact: 

Research and Sales: Albert Momdjian (44171) 336 2042 
Investment Banking: Christopher Ellis (44171) 336 4427 



Membo- HSBC Croup 


toned by HSBC InvatmciK Bank pic, regulated by SPA for die conduct of invesanrui business in die UK. 



J 















rv 


jtjMANCIAL TIMES 


MONDAY OCTOBER.2$I9®7. ^ 


4 LEBANON 


RELATI ONS WITH ISRAEL • by Judy Dempsey in Jerusalem 

Israel stands firm but it is 


Israeli military is 
waiting for 
* circumstances 
to change’ in 
South Lebanon 

Nearly 20 years after Israel 
first carved out a security 
zone in south Lebanon, and 
12 years after withdrawing 
from the rest of the country 
following an Ignominious 
defeat, the mood in Israel is 
slowly changing But so far, 
the military establishment is 
standing firm 

At issue is how far Israeli 
public opinion will sustain 
casualties in south Lebanon 
which is increasingly viewed 
as Israel’s Vietnam. 

A debate has arisen pre- 
cisely because of the mount- 
ing casualties. Israeli 
Defence Forces lost 219 sol- 
diers in the area between 
1985 and the beginning of 
this year. 

So far this year, a further 


Syria which calls the 

J ... th. sensus in the Israeli defence 


40 soldiers had died in Leba- 
non, not including the 73 ser- 
vicemen lolled last February 
when two transport helicop- 
ters ferrying them to Leba- 
non collided. . 

Most of the losses over the 


Kahan Commission, estab- 
lished to identify who was 
responsible for the massacre 
of at least 800 women, chil- 
dren and members of the 
Palestine Liberation Organi- 
sation in the Sabra and Sha- 


Amid growing controversy 

over the IDFs role in south cials - and Mr Netan- ^ intentions. ^ 

Lebanon, military sources yahu - say a withdrawal captured lfcere is wnsma* ® 

insist - despite the calls for would be seen as a sign of the 1967 w view that the role of Ms 

unilateral withdrawal -that weakness on the part of government Madeleine AOMM 

there is no option for the Israel. . . ™*J ifsaidthe retary of state w 

moment but to maintain the “We want to maintain the has TO™®** ne20 tla- in^ important Last montij, 

status quo until Israel and status t^uo in south Lebanon ^olanHjdgbU ^ Ms Albright held talks wrtk 

Syria start peace negotia- We do not want to escalate Jk president Hafez al-Assad or 

tons. the fighting. We cannot Labour party ^poncy m 

“We know that politicians afford to. J?* Yitzhak Washington's interest in 


to addition, military offi- *» SSrS ** Syria’s 

cials - and Mr Netan- Golan Hegta. intentions. 


yahu - say a withdrawal 
would be seen as a sign of 
weakness on the part of 
Israel. 


years have been a result of tila camps in September 
clashes with the Hlzbollah. a 1982, found that Mr Sharon 


Shla Moslem movement 
committed to pushing Israeli 
forces out of south Lebanon. 

The debate over Israel's 
continuing presence in south 
Lebanon is not confined to a 
group of mothers who no 
longer want their sons to 
fight in what they see as a 
senseless and unwlnnable 
war. Politicians from across 
the spectrum have added 
their voices to the debate, of 


and Rafael Ettan, former 
chief of staff, now agricul- 
ture minister, were indi- 
rectly responsible for the 
massacre. 

■ Mr Sharon recently called 
for a unilateral withdrawal 
from Lebanon, Implying it 
was impossible for Israel to 
continue accepting casual- 
ties, or defeat the Hizbollah. 
He was joined by Yossi Bei- 
lin, former Labour party dep- 


wham the most notable, if uty foreign minister . 


not the most infamous, is 
Ariel Sharon, infrastructure 
miwiafw in Benjamin Netan- 
yahu's Likud coalition gov- 
ernment 

As defence minister, Mr 
Sharon ordered the invasion 
of Lebanon in June 1982. The 


Mr Beilin's view is that 
Israel could defend, itself ade- 
quately from within Its own 
borders, adding it would be 
preferable if some kind of 
international peace-keeping 
force could be located in 
south Lebanon. 


have to ke^p their ear to the 
ground when it comes to 
public opinion, H a defence 
ministry official says. “But 
unilateral withdrawal is not 
an option. It would create 
greater problems. And we 
would have to deal with 
south Lebanon in a more 
elaborate way. There are no 
short cuts.” 

The military believes that 
if it did unilaterally with- 
draw, the vacuum would be 
fraud by Hlzbollah, shifting 
thp casualt ies from military 
personnel - which the IDF 
says It can sustain - to civil- 
ians living in northern 
Israel. 


“Ultimately, it depends on 
Syria since Lebanon cannot 
act alone," said a defence 
official. 

Syria, the defence ministry 
insis ts, and not Lebanon, is 
the country which dictates 
events in Lebanon. 

Until Syria is prepared to 
return to the negotiating 
table with Israel, IDF farces 
have no intention of suc- 
cumbing to domestic public 
opinion and unilaterally 
withdrawing. 

But the issue is not as 
clear cut because a peace 
agreement between Israel 
and Syria is inextricably tied 
to Israel opening negotia- 


lier this month, Yitzhak 
Mordechai, the Israeli 
defence minister, said man 
interview that he was “wp" 
ing to reach a territorial 
compromise in the Golan". 

He added: “Syria has not 
yet begun to exhaust the 
political process." 

His remarks contradicted 
reports by Amnon Lipkin- 
gfaahav, chief of staff, who a 
day earlier said Syria was 
continuing to upgrade its 
offensive capabilities and 
was streamlining the activi- 
ties that would precede a 
military operation against 
IsraeL 

Clearly, there is not a can- 


Syria. 

Washington's interest in 

forging a P^ce treaty 
between Syria and Israel is 
tied as much to its interests 
in re gional stability as it is 

to its gradual reassessment 
of its ’policy of containmenr 
with Iran which backs the 
Hizbollah- 

Israeli military and 
defence analysts affee that 
Washington is looking at- 
ways to restart Israeli-Syrian 
talks. But they are uncertain 
tf it is possible for Washing- 
ton - and Israel for that mat- 
ter - to pursue two peace 
tracks at the same time. 

“I fhfriir, for the moment, 
Washington is a nxi ous to 


put the Israeli-Palestintan 
oeacetaBcs back on track for 
poUttaii reasons and then,. 

depending on how those 

talks proceed, to work on tafi 

Syrian-lfcraeH peace taUcs, a 
defence ministry official 

S8 Bm getting the Israel- Pal- 
estintan peace talks baas on. 
tnick will be a stow process. 

In the meantime, - there is 
always the fear ofYiuiher 
Hlzbollah attacks and the ; 
Inevitable Israeli TetalistiMS 
both of which will hit civil- 
ian targets.-. • /■-- ' 

jf this fear is realised, pub- 
lie opinion could become 
more vocal, pressuring the 
Israeli government and the 
military, establishment to 
look at other options. . m 
“W e are aware of that, a 
defence official say& “But 
for the moment, we are 
going nowhere. We have no 
other option. We are staying 
where we are [in south Leba- 
non] until circumstances 
change." 


LEBANON AND SYRIA: THE POLITICS • by David Gardner 


ECOHOMIC RELATIONSHIP WITH SYRIA « by Rouia tjhabtf 


All eyes on proxy conflict Free trade... but 


Recent conflict in 
the security zone 
has raised fears 
of a further trial 
of strength 

The recent history of 
Lebanon Is an object lesson 
against involving outside 
powers to resolve internal 
disputes. For about 25 years, 
the country has had its des- 
tiny shaped by powerful 
neighbours, who have used 
its sectarian divisions to 
fight out their own differ- 
ences and press for regional 
advantage. 

As a consequence, Leba- 
non's prospects of rebuilding 
and recovering a modicum of 
sovereignty now depend on 
the progress of the proxy 
war being waged in the 
south of the country 
between Israel and Syria. 

The 1975-90 civil war 
between and within the 
country's 17 communities 
ended with Israel In posses- 
sion of the so-called “secu- 
rity zone" - a buffer in south 
Lebanon supposed to protect 
northern Israel, amounting 
to 12 per cent of Lebanese 
territory. 

But the tribal warfare also 
left Syria in de facto control 
of the rest of Lebanon, exer- 
cised through 35,000 troops 
on the ground, a ubiquitous 
intelligence service, and the 
ability to manipulate a frac- 
tious political class still 
drawn primarily from the 
ranks of the old warlords. 

Damascus appears as the 
indispensable arbiter 
between these clan and sect 
leaders, and it will be diffi- 
cult for younger, more for- 
ward-looking leaders to 
emerge and dislodge them as 
long as they help provide 
Syria with an alibi for being 
in Lebanon. 

This sort of opportunist 
relationship between local 
factious and regional powers 
was rife during the civil war, 
with Saudi Arabia, Iraq. 
Libya and Iran, as well as 
Israel and Syria, leaping Into 
the fray. But that opportun- 
ism has saddled the Lebanon 
with a permanent mecha- 
nism of proxy warfare and 
no control over any of its 
levers. 

The arena for this proxy 
war is the security zone, 
where Hlzbollah, the Leban- 
ese Shia Islamist movement, 
is fi ghting to end the Israeli 
occupation. 

Hlzbollah, inspired by 
Iran’s Islamic revolution, 
came into being as a result 
of Israel's disastrous 
full-scale invasion of Leba- 
non in 1982. 

Along with rival Shia 
forces, it drove the Israelis 
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Flashpoint, April 1996 : Israeli tanks on the Israel- Lebanon border 
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A man and his mother run from shels falling on SJdon In August 
this year when six people were Idled and 35 injured 


back to the south Lebanese 
enclave, in a rare victory for 
Arab arms achieved in part 
by the use of suicide bomb- 
ers. 

While Syria imposed order 
and disarmed the other civil 
war militias, it left Hizbollah 
in the field as a reminder to 
Israel that there would be no 
peace in the region without 
the return to Syrian sover- 
eignty of the Golan Heights, 
captured by Israeli farces in 
the 1967 Arab-lsraeJi war. 

Israel was initially able to 
maintain control of the secu- 
rity zone through the South 
Lebanon Army (SLA), a mer- 
cenary force which it arms, 
pays and controls. But a 
stream of defections from 
the SLA over the past two 
years has compromised 
Israeli intelligence and 
pushed Israeli troops into 
the front fine. 

In April last year, the 
Israeli government of Shi- 
mon Peres unleashed a 17- 
day air, land , and sea bom- 
bardment of south Lebanon 
and south Beirut, killing 
more than 200 civilians in an 
attempt to force Lebanon 
and its Syrian overlord to 
poll back Hizbollah. 

Instead, Hlzbollah 
emerged from the conflict 
almost unscathed and politi- 
cally strengthened, its pres- 
tige as a national resistance 
movement recognised across 
Lebanon's sectarian divi- 
sions. 

Since then, Israeli troops 
have had to push deeper into 
Lebanon to try to stop Hlz- 
bollah infiltration of the 


security zone. This has led to 
mounti n g Israeli casualties, 
has brought Israel into con- 
flict with other Shia forces 
and the Lebanese army, and 
has aroused fears that this 
low-intensity war - the last 
active battle-front in the 
Arab-Israeli conflict - will 
soon escalate into another 
trial of strength between 
Israel and Syria. 

Last month, an elite Israeli 
commando unit sent to 
bomb targets 30km beyond 
the security zone was wiped 
out in a Hlzbollah amhnnh. 
So far this year, Israel has 
lost 40 of its elite troops in 
Lebanon, while a further 78 
were killed in February in a 
helicopter collision en route 
to an operation similar to 
last month's ill-fated raid. 

In Israel, this has led to a 
cross-party debate about uni- 
lateral withdrawal from Leb- 
anon In Lebanon the mood 
is one of defiance mixed with 
anxious anticipation about 
how Israel will respond. 

Sheikh Hassan NasraBah, 
Hizbollah’ s leader, says be 
expects heavy reprisals for 
recent guerrilla successes. 
But in an interview with the 
FT last month he argued 
that Israel had “limited 
Options". 

“They may try to kill or 
abduct our leaders - but 
they will always do that any 
time they have the opportu- 
nity,” he said. Sheikh Nas- 
rallah's predecessor as Hlz- 
bollah 's secretary-general, 
Sheikh Abbas Musawi, was 
killed In 1992 with his family 
in an Israeli helicopter 
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flmhnnh- “ Ther e are no lon- 
ger any Hlzbollah training 
camps for them to attack." 
the Islamist leader says, 
adding with some satisfac- 
tion that “it will be a high- 
risk adventure for them to 
launch more commando 
raids” beyond the security 
zone. 

Alternatively, he argues, 
Israel could launch a new 
bombardment, stepping up 
its constant air raids and 
artillery shelling . This would 
primarily hit civilians and 
“would not go unpunished," 
be warns. Finally, he says, 
Israel could try to broaden 
the conflict to Include Syria 
-an option openly can- 
vassed by Israeli hardliners 
in recent months. 

“Any new action would 
not just target the Lebanese 
or Hizbollah but also Syrian 
forces, to try to change the 
whole Lebanese political 
equation and separate Syria 
from Lebanon," Sheikh Nas- 
rallah maintains . The object 
would be to “impose a sepa- 
rate treaty on Lebanon" - a 
chimera Israel has been 
phasing since its first inva- 
sion of Lebanon in 1978. 

Lebanon’s prime minister, 
Rafiq al-Harirl, by contrast, 
thinks the recent escalation 
is an opportunity “for every- 
one to come back to the 
table" and “continue the 
negotiations." He reiterated 
and emphasised the word 
“continue" to reflect Syria’s 
demands that its negotia- 
tions with Israel on the 
return of the Golan should 
resume exactly where they 
broke off just before last 
year's ascent to power in 
Israel of Benjamin Netan- 
yahu at the head of a coali- 
tion determined to keep the 
Heights. 

Prior to that, Yitzbak 
Rabin, the late Israeli pre- 
mier, had agreed to give 
back the strategic plateau in 
exchange for full peace. 

Mr Hariri believes on the 
one hand that the US, 
Israel's principal ally, will 
not sanction a new Israeli 
assault on Lebanon - as it 
did In April 1996 in the mis- 
taken belief this would help 
Shimon Peres, the prime 
mover of Israel's peace 
camp, defeat Mr Netanyahu. 
On the other hand, he main- 
tains that talk of withdrawal 
in Israel is bluff. 

"I don’t think they are 
serious," he said in an inter- 
view with the FT. “Every 
time they have a disaster, 
they talk about withdrawal." 
He warned that peace and 
security were indivisible and 
that Israel would not get 


security for its people with- 
out returning all occupied 
Arab land. 

“They are trying to divide 
the undivtdeable." Mr Hariri 
said, “which will not guaran- 
tee the security of anyone.” 

Certainly, Israel's periodic 
attempts to separate Leba- 
non and Syria have failed. 
They also lead to nervous- 
ness in Lebanon. The Maro- 
nlte Christian community, 
the main losers of the Leban- 
ese civil war, look to an 
Israeli withdrawal as a 
wuanii of bringing pressure 
on Syria to pull back its 
troops. 

This attitude, fanned by 
exiled Maronite leaders. 
Induces Damascus to regard 
Maronite agitation against 
Syria as fomented by Israel, 
opening the possibility of 
renewed internal conflict in 
Lebanon. 

Cardinal Nasrahah Sfeir, 
the Maronite patriarch who 
has assumed de facto politi- 
cal leadership of his belea- 
guered community, says: 
“people say that if Syria 
withdraws. Lebanon will fall 
back into war. This is simply 
not true." 

“For Lebanon, it is not 
very helpful far us to see 
Israel withdraw without 
Syria withdrawing too,” the 
patriarch argued. Yet the 
Syrians “have been able to 
say that it is not reasonable 
for the friend to withdraw 
while the enemy stays here.” 

Fuad Boutros, a retired 
Christian politician who was 
foreign minister in 1978 
when the UN Security Coun- 
cil passed Resolution 425 
calling for unconditional 
Israeli withdrawal from Leb- 
anon, says that “the pres- 
ence of Syrian troops is not 
something we should accept 
as definitive.” He argues 
that “the circumstances of | 
their withdrawal should be 
pondered and decided in a 
good faith and in agreement 
with the Syrians." 

Israel has never deigned to 
recognise Resolution 425, but 
some Lebanese officials still 
believe that the attraction of 
putting Syria on the spot 
could alone prompt Israeli 
strategists to consider seri- 
ously a unilateral with- 
drawal As one leading Leb- 
anese political analyst puts 
it “I think in the end they 
will withdraw because it is 
the only way they have of 
creating a real problem for 
the Syrians." But even then, 
he believes Israel will first 
mount a big retaliatory oper- 
ation against “the resis- 
tance” to remind Lebanon of 
what it is capable. 


not without cost 


Lebanon is 
seeking to 
redress the 
economic 
imbalance 

The Lebanese government's 
negotiations of a free trade 

accord with Syria dominate *r~r — ? ~z — — .. 

the country’s politics. Rafiq production. Businessman 4Sal leaders oppoaedtptne 
Hariri, prime minister, has argue that a free trade Syrian presence say edmpa- 
described strong economic agree ment to a atejp .in the nice make* ^etfortfo- hire 
relations with Lebanon's right • direction. but -Syria's- Lebanese If is not 

northern neighbour as “the economic . system may not \ true that -toy won’* work; 
first door" to a common allow the accord to be companies -should s&nply 
Arab market translated 'into : “practical give t hem ftre ferepce," -says 

But Lebanese business- economic tennsV. one ecO ntom Sti ■" . 

men wonder whether call- •Ini 1998i f or ' . 'In Lebanon, - -'the pahlical 

ing the result of current Damascus agreed . to cancel cfasa is wide lyr reg a rded to 
ftiTVa “free trade" is not a licensing for Lebanese-, be; benefiting .from business 
. misnomer. imports, yet' . the^ govern-; . this, per- 

In 1991, Lebanon and ment asked . Lebanese ex t end s to foe . rale 

Syria signed a treaty of exporter s . to teH fr wfaat bf SyrisL in the country’s 
“brotherhood, co-operation they wanted to : import, ■ is a 

and co-ordination"- How- which- effectively' moa^ , -- ; ittde^r«acL belitf Jn Beirut 
ever, the ArwiMraie relation- - that the Bceszslxi?' pro<*^ 

ship between the two court- . ranamed huf looked 

tries is uneven, largely due cffictaL j > .-i-i/.j .X foVbtfraWSV which 

to the feet that Lebanon is ' 2he'Syria&L^^ scmfo Ltebanesfi to. 

an open market while Syria- - ■; - boirt . fe 

remains dosed. Imports - plicd^yb^^e .fectv.that' !Whfle Lebanon. at : present 

from Syria totalled about. a&c«ri<atei363^ig drato^ price far 

$235m in 1996. .against $69m ; from eqmqrny . v S^iah dcaninancp,; itrmay 

in exports. - 

Goods are also regularly .■ . \ by«srpJoitibg the opening of 

snuggled between the coon- ; ec^nomyy^wfoch 

tries and subsidised -Syrian^- ^ 

agricultural produce -1 '• 

often dumped tm Lebanese nagd^. v aitix8libh 


“But in Syria they don’t , foreign .workffls, says Rob- 
aBow some of out products, ert 'Babbas; vice-president 
or anyone rise’s, to: go in so of the Lehaitefie^chamber 
there’s a mismatch.* . • : : , commerce, -Industry and 
Mr Hariri’s government . agriculture; “ThEre are jobs 
has tried to balance the ec&-\ that the* Lebanese till not 


nnmln relationship. Officials 
say that some agricultural 
products will no kmger .be 
allowed into Lebanon dur- 
ing the peak periods of toctel 


do. They will not work to a 
r^tartoant kitchen or a gas 
sta tical , or tb. .constroctiau. 
or agricultare.' 0 r 

-But economists and pohti- - 


by «a^offibsg foe opening of 
nqm^thiiMg^. fltofr Ihe' Syiritan ecanomyi^wfoch 
v-fin^Syrians 

^ngtortitm. -agtfy : «mfersiv : - '■ 
iid^&lrige cblfeb: ; negatiVe'^siftiafioii ; 


often dumped on Lebanese - n^ad^ sitii^oh 

markets, raising a nxi eti ^ T. -'ftotiffi * . ^ iwt aaxiegativa tia it 

in political and hnsmefls dr- ^ i SftritovWorirers are-a seo^ . • JnbtfldTife arid .that* are -nnJit- 


in political and boamess cir-; 
des. • 

“We allow; everytfifag>ip“ 
come in so, -of coarse* It; 
comes to from Syria," aaye’ 
-Yassin Jaber, minister-,^ 
economy and commerce. . 




ommerce. ^ ^ V^e'^mmol^pve tothp?it i; ^)enkr v' ^ ^ - : 











